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SUMMARY 


The  Coal  Tax  Oversight  Committee  recommends  the  following 
bills  and  joint  resolutions  to  the  46th  Legislature: 

a)  a  bill  to  establish  preference  for  investment  of  certain 
state  funds  in  Montana  securities; 

b)  a  bill  to  create  the  Montana  Product  Development  Corpora- 
tion, a  public  corporation  to  provide  financial  aid  for 
products  and  investments; 

c)  a  joint  resolution  urging  the  Board  of  Investments  to 
purchase  more  Small  Business  Administration  guaranteed  loans; 

d)  a  joint  resolution  urging  the  Board  of  Investments  to 
participate  with  the  Farmers  Home  Administration  in  farm 
ownership  loans. 


The  Committee  also  presents  the  following  bill,  without 
recommendation,  to  the  46th  Legislature: 

e)  a  bill  to  create  the  Montana  Homestead  Land  Program, 
devoted  to  the  acquisition,  lease,  and  eventual  sale  of 
agricultural  land. 
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INVESTMENT  STUDY 


At  the  close  of  the  1977  session,  the  Committee  on  Priorities 
assigned  SJR  2  and  SJR  44  to  the  Coal  Tax  Oversight  Committee. 

SJR  2  requested  a  study  of  "the  best  means  to  promote  good 
quality  middle  and  lower  income  housing  through  the  invest- 
ment of  the  various  trust  funds  under  the  supervision  of  the 
state  in  a  manner  which  will  prevent  loss  or  diversion  of 
the  corpus  but  will  give  priority  to  promoting  such  housing 
and  other  investments  in  the  state  of  Montana  rather  than  to 
achieving  a  high  rate  of  return." 

SJR  44  requested  a  study  of  "the  feasibility  of  making  funds 
available,  through  bank  loans  or  otherwise  or  through  other 
programs,  that  will  enable  young  farmers  to  get  a  start  in 
agriculture  on  a  basis  which  safeguards  the  property  tax 
base  of  local  governments  and  that  will  enable  other  young 
people  to  get  a  start  in  business." 

To  begin  its  study,  the  Committee  reviewed:   1)  the  existing 
statutes  governing  the  state's  unified  investment  program; 
and  2)  the  state's  existing  housing  program.   The  material 
the  Committee  reviewed  and  the  action  it  took  on  each  topic 
are  discussed  below. 


MONTANA'S  UNIFIED  INVESTMENT  PROGRAM 

Article  VIII,  section  13  of  the  1972  Constitution  directed 
the  legislature  to  establish  a  unified  investment  program 
for  public  funds.   Although  the  1889  Constitution  contained 
numerous  sections  designed  to  establish  a  unified  program, 
the  state  had  no  central  investment  agency  or  policy  until 
the  1970 's.   Four  state  agencies  —  each  with  its  own  staff, 
policies,  and  recordkeeping  system  —  invested  public  funds. 
Legislative  efforts  to  centralize  the  investment  procedure 
under  the  State  Board  of  Land  Commissioners  resulted  only  in 
a  literal  "rubber-stamping"  of  previously  taken  agency 
actions. 1 

Seeking  to  end  this  duplication  and  to  increase  the  effi- 
ciency of  the  state's  investment  program,  the  Executive 
Reorganization  Act  of  1971  designated  the  Board  of  Invest- 
ments as  the  sole  authority  to  invest  state  funds. 

Board  of  Investments 

The  Board  is  composed  of  five  members  "informed  and  experi- 
enced in  the  subject  of  investments,"  who  are  appointed  by 
the  Governor  for  4-year  terms.   The  Board  is  allocated  to 
the  Department  of  Administration  for  administrative  purposes. 


The  department  provides  the  Board's  staff  from  its  Invest- 
ment Division. 

By  statute,  the  Board  is  charged  with  investing  the  state's 
trust  funds  and  surplus  funds  "to  the  maximum  extent"  allowed 
by  law  and  "with  the  need  and  timing  of  cash  expenditures 
for  particular  purposes"  in  mind.   In  practice,  the  Board 
establishes  the  policies  --  within  the  confines  of  the 
law  —  governing  the  state's  investment  policies  and  reviews 
the  staff's  investment  transactions.   The  Investment  Division 
performs  the  daily  investment  activities  required  to  imple- 
ment these  policies. 

Funds  in  the  Investment  Program 

At  present,  the  Board  manages  32  major  funds,  including  the 
Short-Term  Investment  Pool  which  has  96  state  and  local 
participants.   A  list  of  these  funds  appears  in  Appendix  I. 

As  of  July  1,  1978,  the  total  amount  of  funds  invested  by 
the  Board  was  $796,313,172. 

Statutes  Governing  Investment  of  the  Unified  Investment 
Program 

Since  1973,  Montana  statute  has  required  that  the  Board  use 
a  modified  prudent  man  rule  in  investing  funds  under  its 
management.   This  means  that  the  Board  must  consider  two 
factors  in  determining  its  investments:   1)  what  investments 
are  permitted  by  statute  and  2)  which  of  these  investments 
fulfills  the  requirements  of  the  prudent  man  rule. 

Section  79-310  [17-6-211]  contains  a  list  of  securities  in 
which  the  Board  may  invest.   The  section  also  lists  excep- 
tions to  these  general  rules,  or  instances  in  which  specific 
funds  may  not  be  invested  in  certain  types  of  investments. 
For  example,  this  section  (and  the  constitution)  forbids 
investment  of  most  public  moneys  in  corporate  stock. 

Section  79-308  [17-6-201]  establishes  the  prudent  man  rule 
as  the  second  controlling  factor  in  the  Board's  investment. 
The  Board  is  directed  to  invest  public  funds 

with  that  degree  of  judgment  and  care,  under  circum- 
stances from  time  to  time  prevailing,  which  men  of 
prudence,  discretion,  and  intelligence  exercise  in  the 
management  of  their  own  affairs,  not  for  speculation 
but  for  investment,  considering  the  probable  safety  of 
their  capital  as  well  as  the  probable  income  to  be 
derived. 

This  language  is  a  restatement  of  a  principle  laid  down  by  a 
Massachusetts  Supreme  Court  judge  in  the  1830  case  Harvard 
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College  v.  Amory .   The  decision  represented  a  distinct  break 
from  the  English  tradition  of  trusteeship,  which  required  a 
trustee  to  act  as  a  conservator  of  property,  not  as  a  manager, 
and  in  no  circumstance  to  put  the  trust  property  in  any 
risk.   It  gave  the  trustee  much  more  latitude  for  using  his 
judgment  in  making  investments.  Further,  it  emphasized  the 
income  produced  was  as  important  a  consideration  in  making 
an  investment  as  was  the  safety  of  the  capital.   As  one 
observer  noted,  the  decision  "freed  the  Massachusetts  judi- 
ciary from  the  ancient  English  shackles. "2 

Although  Montana's  prudent  man  rule  has  never  been  tested  in 
the  Montana  Supreme  Court,  an  extensive  body  of  law  has 
developed  on  the  prudent  man  rule  in  general. 

The  definition  of  the  "degree  of  judgment  and  care... which 
men  of  prudence,  discretion,  and  intelligence"  use  in  making 
investments  has,  naturally,  been  the  subject  of  many  cases. 
Justices  seem  to  agree  that  a  prudent  investment  can  be 
recognized  but  that  a  court  list  of  acceptable  trustee 
behavior  would  violate  the  spirit  of  the  rule.   However, 
they  have  isolated  several  important  characteristics  of  a 
prudent  investment. 

First,  a  trustee  must  use  more  care  in  making  investments 
than  he  would  if  he  were  investing  his  own  money.   In  re 
Whiteley  Ch.  D  347  (1886) ,  the  court  established  the  standard 
as  that  of  the  prudent  family  man,  investing  for  "the  benefit 
of  other  people  for  whom  he  felt  morally  bound  to  provide." 
Second,  many  courts  have  held  that  "a  stricter  standard  of 
care  and  skill  is  applicable  to  corporate  or  other  profes- 
sional trustees  than  that  which  is  applicable  to  individual 
nonprofessional  trustees."   (In  re  Schlemm' s  Estate,  78A  2d 
156  [1951])   Third,  in  making  investments  the  prudent  trustee 
has  a  duty  to  "use  reasonable  care"  in  investigating  each 
investment,  taking  into  account  the  following  factors: 

(1)  the  marketability  of  the  particular  investment; 

(2)  the  length  of  the  term  of  the  investment  (the 
maturity  date,  the  callability,  or  redeemability) ;  (3) 
the  probable  duration  of  the  trust;  (4)  the  probable 
condition  of  the  market  with  respect  to  the  value  of 
the  particular  investment  at  the  termination  of  the 
trust,  especially  if  at  the  termination  of  the  trust 
the  investment  must  be  converted  into  money  for  the 
purpose  of  distribution;  (5)  the  probable  condition  of 
the  market  with  respect  to  reinvestment  at  the  time 
when  the  particular  investment  matures;  (6)  the  aggre- 
gate value  of  the  trust  estate  and  the  nature  of  the 
other  investments;  (7)  the  requirements  of  the  bene- 
ficiary or  beneficiaries,  particularly  with  respect  to 
the  amount  of  the  income;  (8)  the  other  assets  of  the 
beneficiary  or  beneficiaries,  including  earning  capa- 
city; (9)  the  effect  of  the  investment  in  increasing  or 
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diminishing  liability  for  taxes.   (Day  v.  First  Trust  • 
&  Savings  Bank,  118  P  2d,  51  [1941] ;  Estate  of  Bouffleur, 
26  Cal  Rptr.  173  [1963],  etc.) 

In  investigating  investments  he  may  take  the  advice  of  other 
persons,  but  the  courts  have  held  numerous  times  that  a 
trustee  operating  under  a  prudent  man  rule  must  use  his  own 
judgment  in  making  investments. 

The  phrase  "not  for  speculation  but  for  investment,  consider- 
ing the  probable  safety  of  their  capital  as  well  as  the 
probable  income  to  be  derived"  is  another  central  concept  in 
the  prudent  man  rule.   While  the  phrase  seems  to  create  a 
balance  between  the  importance  of  protecting  the  interest 
and  of  reaping  income,  the  courts  have  consistently  given 
more  weight  to  the  safety  of  the  capital.   In  the  often- 
cited  case  In  re  Hall  et  al.  (58  N.E.  11  [1900]),  the  court 
advised  trustees  to  abjure  speculation: 

".. .discretion. . .should  not  be  held  to  authorize 
.  investment  of  the  funds  in  new,  speculative,  or  haz- 
ardous ventures.  Surely,  there  is  a  mean  between  a 
government  bond  and  the  stock  of  an  Alaskan  gold  mine, 
and  the  fact  that  a  trustee  is  not  limited  to  the  one 
does  not  authorize  him  to  invest  in  the  other." 

And  in  Mattocks  v.  Mounton,  (24  Atl.  1004)  the  judges  held 
that : 

"While,  of  course,  all  investments,  however  carefully 
made,  are  more  or  less  liable  to  depreciate  and  become 
worthless,  experience  has  shown  that  certain  classes  of 
investments  are  peculiarly  liable  to  such  depreciation 
and  loss.   These,  of  course,  would  be  avoided  by  every 
prudent  man  who  is  investing  his  own  money  with  a  view 
to  permanency  and  security,  rather  than  chance  of 
profit.   A  trustee  should,  therefore,  avoid  them,  even 
though  he  sincerely  believes  a  particular  investment  of 
that  class  to  be  safe  as  well  as  profitable." 

Justices  have  almost  universally  characterized  certain 
investments  as  speculative  and  not  permissible  under  the 
prudent  man  rule:  1)  direct  investment  in  business;  2) 
purchases  of  land  for  the  purpose  of  resale;  3)  mortgages  on 
property  outside  the  state  in  which  the  trust  is  created;  4) 
second  or  junior  mortgages;  and  5)  unsecured  loans, 


Current  Investments  Held  by  the  Board 

Appendix  II  shows  the  type  and  relative  percentage  of  in- 
vestments held  by  the  Board  as  of  June  30,  1978. 

The  latest  comparative  yield  figures  (as  of  June  30,  1978) 
are  shown  on  the  following  page: 
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$783,428     Grand  Total  Fixed  Income  Less  Treasurer's  STIP  Investments 
f  §=.1^122,     Tc-cal  Montana  Certificates  of  Deposit 
j_ 58^130     Total  Montana  Mortgages 


Compiled  by; 


Investment  Division,  Department  of 
Administration 
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Investment  of  the  Coal  Tax  Trust  Fund 

The  Board  began  investing  the  coal  tax  trust  fund  in  July, 

1977.  As  of  September,  1978,  the  funds  were  invested  in 
corporate  bonds,  federally  guaranteed  securities,  and  some 
short-term  investments.   A  full  list  appears  in  Appendix 
III. 

Investment  in  Montana 

The  Committee  was  particularly  interested  in  learning  what 
percent  of  state  funds  is  invested  in  Montana. 

The  19  74  legislature  added  the  following  subsection  to  the 
list  of  permissible  investments  (79-310)  [17-6-211] : 

(4)   The  state  board  of  investments  shall  endeavor  to 
direct  the  state's  investment  business  to  those  invest- 
ment firms  and/or  banks  which  maintain  offices  in  the 
state  and  thereby  make  contributions  to  the  state 
economy.   Further,  due  consideration  shall  be  given  to 
investments  which  will  benefit  the  smaller  communities 
in  the  state  of  Montana.   The  state's  investment  busi- 
ness will  be  directed  to  out-of-state  firms  only  when 
there  is  a  distinct  economic  advantage  to  the  state  of 
Montana. 

While  the  Board  has  since  its  inception  regularly  invested 
in  Montana,  it  has  in  recent  years  attempted  to  increase  the 
amount  of  money  invested  in  the  state  in  several  ways. 

In  1975,  the  Board  formed  a  joint  committee  with  the  Montana 
Bankers'  Association  to  examine  the  Board's  mortgage  purchas- 
ing policy  and  to  receive  recommendations  for  change.   The 
Board  holds  its  monthly  meetings  in  different  cities  through- 
out the  state  and  invites  local  bankers  to  attend  and  familiarize 
themselves  with  the  mortgage  policy.   This  program  seems  to 
have  helped.   Although  the  number  of  mortgages  bought  decreased 
slightly  in  the  period  1971-1974,  in  1975  the  Board  increased 
the  number  of  mortgage  holdings  2.2%.   Last  year,  the  Board 
bought  95%  of  the  mortgages  offered  to  it.   As  of  June  30, 

1978,  $58,130,000  was  invested  in  Montana  mortgages. 

The  Board  also  recently  initiated  a  program  of  buying  certifi- 
cates of  deposit  or  savings  certificates  with  two-  to  five- 
year  maturities  on  a  bid  basis  from  Montana  financial  insti- 
tutions.  During  the  five  years  1971-72  to  1977-78,  the 
amount  invested  in  Montana  CD's  increased  from  $33,736,188 
to  $71,300,000,  or  111%. ^ 

Determining  what  percent  of  the  total  state  funds  is  invested 
in  Montana  is  difficult.   If  "in-state  investments"  is 
construed  narrowly  to  mean  businesses  located  solely  in 
Montana  and  mortgages  on  Montana  real  estate,  then  the 
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percentage  is  relatively  small:  on  May  31,  1977,  only  16% 
was  invested  in  Montana.   If,  however,  the  definition  is 
expanded  to  include  investment  in  any  concern  that  employs 
Montanans  and  pays  Montana  tax,  then  the  percentages  are 
considerably  higher,  as  shown  in  the  following  chart: 

TOTAL  FUND 

Montana  C.D.'s  "   $  44.9M 

Montana  Mortgages  42. 3M 

Montana  Corporates  87. IM 

Montana  C/S  5 . 7M 

Total  $180. OM 

Total  Investments  =  $6  26.9M  (includes  STIP  &  Treas.) 
PERCENT  INVESTED  IN  MONTANA    29% 

PERS 

Montana  Obligation  .           $   1.2M 

Montana  Mortgages  20. IM 

Montana  Corporates  24. 3M 

.  Montana  C/S  2 . 9M 

Total  $  48.5M 

Total  Investments  =  $139.1M 
PERCENT  INVESTED  IN  MONTANA    35% 

TRS 

Montana  Mortgages  $  21. 4M 

Montana  Corporates  22. 9M 

Montana  C/S  2.9M 

Total  $  46.3M 

Total  Investments  =  $118. 7M 
PERCENT  INVESTED  IN  MONTANA    39% 

TRUST  &  LEGACY 

Montana  Corporates  $    19.98M 

Total  Investments  =  $71. 3M 
PERCENT  INVESTED  IN  MONTANA    28% 


Prepared  by  Investment  Division,  Department  of  Administration 
(30  June  1976)  . 
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JOINT  MEETING  WITH  BOARD  OF  INVESTMENTS  -^  s   • 

Having  reviewed  the  current  investment  statutes  and  program, 
the  Committee  held  a  joint  meeting  with  the  Board  of  Investments 
in  September,  1977,  to  discuss  possible  changes  in  the 
investment  program  that  would  stimulate  Montana's  economy. 

Committee  members  questioned  the  Board  on  the  supply  of 
capital  in  the  state,  the  Board's  procedure  in  seeking 
Montana  investments,  and  the  effect  of  various  possible 
changes  in  the  unified  investment  program,  such  as:   1) 
allowing  investment  in  more  high-risk  loans;  2)  allowing  a 
lower  rate  of  return  for  investments  in  Montana;  3)  pro- 
viding for  the  sale  of  revenue  bonds  to  finance  programs  to 
help  young  farmers  and  businessmen;  4)  providing  a  loan 
guaranty  program  for  high-risk  loans;  and  5)  requiring  all 
state  funds  to  be  invested  in  the  state. 

In  reply.  Board  of  Investment  members  made  the  following 
points :       ^ 

1)  the  legal  definition  of  "trust"  prevents  the  Board 
from  making  high-risk  investments  with  retirement 
funds,  coal  tax  trust  funds,  and  any  other  trust  funds 
under  its  management; 

2)  that  subsidizing  social  programs  is  incompatible 
with  sound  investment  of  funds;  and 

3)  that  existing  policy  and  statute  allows  the  Board 
to  purchase  Montana  investments  but  that  the  total 
funds  under  its  control  far  exceed  the  value  of  the 
Montana  investments  offered  to  them. 

Board  members  suggested  that  the  programs  to  aid  young 
farmers  and  businessmen  might  better  be  achieved  through 
direct  appropriation  or  sale  of  revenue  bonds  rather  than 
investment  of  state  funds.   The  Board  requested  that  if  the 
legislature  did  decide  to  use  coal  tax  trust  funds  or  other 
state  funds  for  subsidy  or  social  programs  that  a  body  other 
than  the  Board  of  Investments  be  designated  to  administer 
these  programs. 


ECONOMIC  THEORIES  OF  INVESTMENT 

In  considering  how  state  funds  could  best  be  invested  to  aid 
certain  sectors  of  the  state's  economy,  the  Committee  also 
studied  various  economic  theories  of  public  investment. 
Papers  prepared  for  the  Alaska  House  Special  Committee  on 
the  Permanent  Fund  detailed  the  schools  of  academic  thought 
on  the  efficacy  of  public  investment  and  its  pitfalls.^ 
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COMMITTEE  PROPOSALS 

After  considering  the  discussion  with  the  Board  of  Invest- 
ments and  theories  of  economic  investment,  the  Committee 
decided  to  pursue  four  options  designed  to  aid  young  farmers 
and  businessmen. 

1)    Farm  loan  programs. 

The  Committee  expressed  interest  in  a  program,  patterned 
after  the  Housing  Act  of  1975,  to  sell  revenue  bonds  to 
finance  young  farmers'  purchase  of  farmland.   To  assess  the 
need  and  potentials  for  this  program,  the  Committee  reviewed 
recent  studies  completed  at  Montana  State  University  on  the 
cost  of  beginning  a  farm  or  ranching  operation  and  the 
difficulties  young  farmers  experience  in  repaying  loans 
under  current  market  prices  for  farm  produce.   The  Committee 
also  asked  representatives  of  both  the  state  and  federal 
farm  ownership  loan  programs  to  testify. 

The  Montana  Department  of  Agriculture  has  a  small  farm/ranch 
ownership  loan  program,  funded  through  the  former  Federal 
Rural  Rehabilitation  Corporation's  assets.   Through  careful 
management,  the  department  has  built  this  fund  to  $1,388,000 
which  is  loaned  to  farmers,  ranchers,  and  rural  youth  through 
five  programs.   Currently  the  department  has  $717,000  invested 
in  farm/ranch  ownership  loans.   Because  of  its  limited 
funding,  the  department  often  participates  with  the  Federal 
Farmers  Home  Administration  Program  in  making  ownership 
loans.  Department  staff  testified  that  the  demand  for  farm 
real  estate  loans  far  exceeds  the  resources  of  either  the 
state  or  the  federal  programs  presently  available  and  sup- 
ported the  use  of  the  coal  tax  funds  for  this  purpose." 

The  State  Director  of  the  Farmers  Home  Administration  echoed 
these  sentiments.   While  FmHA  will  make  14  6  farm  ownership 
loans  totalling  $9.5  million  in  1978,  over  225  qualified 
borrowers  desiring  $15.5  million  in  loans  will  have  to  be 
turned  away  until  additional  funding  is  received.   At  present, 
applicants  must  wait  18  to  2  4  months  for  a  loan.   He  said 
that  FmHA  would  welcome  state  participation  in  the  program. 

FmHA  regulations  allow  a  participating  agency  to  take  a 
first  mortgage  on  the  property.   The  state's  funds  would 
thus  be  guaranteed  by  a  first  lien  on  all  the  property. 
FmHA  would  take  a  junior  lien  for  the  security  on  its  part 
of  the  loan.   FmHA  staff  said  the  state  could  set  its  own 
interest  rate  on  these  loans;  current  rates  set  by  FmHA 
participators  range  from  8%-ll%.   FmHA  would  also  provide 
most  of  the  necessary  loan  servicing.   The  staff  also 
emphasized  the  safety  of  the  investment:   less  than  15%  of 
the  farm  ownership  borrowers  a  year  fail  to  meet  scheduled 
payments  and  only  once  in  the  past  25  years  has  a  loan 
default  resulted  in  a  write-off. ^ 
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At  the  July  14,  1978  meeting.  Committee  members  discussed 
whether  aid  to  farmers  could  best  be  achieved  by  farm  owner- 
ship loans  or  subsidized  farm  operating  loans  in  bad  years. 
Members  also  queried  whether  a  state  bank,  in  which  all 
state  funds  were  invested,  may  not  be  a  better  vehicle  for 
such  programs  than  revenue  bonds. 

After  discussion,  the  Committee  considered  a  bill  to  estab- 
lish a  Montana  land  bank  (Bill  III)  at  its  September  meeting. 
This  bill  would  authorize  the  State  Board  of  Land  Commissioners 
to  purchase  agricultural  land,  lease  it  to  qualified  Montana 
citizens,  and  eventually  sell  it  to  lessees.   The  program 
would  be  funded  by  general  obligation  bonds,  backed  by  the 
income  from  the  coal  tax  trust  fund  and  the  full  faith  and 
credit  of  the  state. 

The  Committee  presents  this  bill  to  the  legislature  without 
recommendation.   Members  felt  they  had  insufficient  time  to 
consider  the  bill  fully  at  the  Committee's  September  meeting. 
Moreover,  the  language  in  the  bill  requires  further  refine- 
ment before  introduction  and  is  currently  being  reviewed  by 
bond  counsel  and  other  groups.   As  this  report  is  being 
prepared,  the  Committee  has  plans  to  meet  on  January  3  to 
consider  the  revised  bill  more  fully  and  formulate  its 
recommendation  on  the  bill. 

The  Committee  voted  to  recommend  a  joint  resolution  (JR  II) 
urging  the  Board  of  Investments  to  invest  some  of  the  funds 
under  its  management  in  farm  ownership  participation  loans 
with  the  Farmers  Home  Administration. 

2)   Venture  capital  loans  to  businesses. 

The  Committee  explored  the  possibility  of  making  direct 
loans  to  small  businesses.   Recognizing  that  direct  loans  to 
businesses  are  not  permitted  under  the  prudent  man  rule,  the 
Committee  gathered  data  on  various  funding  mechanisms. 

Three  witnesses  appeared  before  the  Committee  to  detail  the 
need  for  investment  capital  in  the  state  and  make  sugges- 
tions on  how  a  state  program  could  be  constructed.   The 
president  of  the  Montana  Manufacturers  Association  said 
manufacturers  in  Montana  needed  help  in  three  major  areas: 
1)  marketing  their  products;  2)  financing  beginning  or 
expanding  businesses;  and  3)  technical  assistance  to  new 
companies.   The  Director  of  the  Montana  Economic  Research 
and  Development  Institute  urged  the  Committee  to  use  the 
coal  tax  revenues  to  finance  agriculture  and  new  product 
development  in  the  state,  thus  ensuring  that  depletion  of  a 
nonrenewable  resource  spurs  more  stable  types  of  develop- 
ment.  He  suggested,  however,  that  any  such  program  be 
structured  to:   1)  make  maximum  use  of  existing  financial 
institutions  and  organizations  to  encourage  sound  growth; 
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and  2)  keep  the  programs  outside  the  constraints  of  state 
government.   The  owner  of  a  solar  engineering  firm  detailed 
the  opportunities  for  use  of  the  coal  tax  moneys  in  develop- 
ing technically  capable  solar  and  other  alternative  energy 
installations:   1)  grants  for  research;  2)  loan  guaranty 
programs  for  producers  or  purchasers  of  alternative  energy 
systems;  and  3)  low  interest  loans  to  local  government  units 
for  alternative  energy  projects. 

The  Committee  also  studied  direct  loan  programs  operated  in 
three  states:   Mississippi's  Economic  Development  Corporation, 
Vermont's  Industrial  Development  Authority,  and  Connecticut's 
Product  Development  Corporation.   Committee  members  expressed 
particular  interest  in  Connecticut's  program,  which  is 
administered  by  a  nonprofit  public  corporation  initially 
funded  by  the  state.   This  corporation  provides  60%  of  the 
development  costs  of  a  new  product  in  return  for  certain 
royalty  rights.   If  the  product  is  successful,  the  corpora- 
tion uses  the  royalties  to  fund  another  venture.   The  corpora- 
tion is  designed  to  be  self-supporting  and  eventually  repay 
its  initial  appropriation  from  the  state.   The  British 
National  Research  and  Development  Council,  on  which  the  , 
Connecticut  program  was  modeled,  has  found  in  its  30-year 
history  that  about  20%  of  all  projects  funded  return  profits. 
This  has  been  enough  to  make  the  Council  meet  its  losses  on 
unsuccessful  projects  and  become  self-sustaining. 

Data  on  private  investment  firms  supplied  to  the  Committee 
indicated  that  65.4%  of  the  companies  financed  show  a  profit 
and  19.3%  fail.^ 

At  its  September  meeting  the  Committee  voted  to  recommend  a 
bill  to  establish  a  Montana  equity  capital  corporation  to 
aid  Montana  businesses  in  developing  new  products  (Bill  II) . 
This  bill  would  create  a  private  corporation  designed  to 
invest  in  Montana  businesses  and  products  in  return  for 
royalty  rights.   The  program  would  be  funded  by  an  appro- 
priation from  the  income  produced  by  the  coal  tax  trust 
fund. 

3)   Loan  guaranty  program. 

The  Committee  considered  establishing  a  program  in  which 
either  the  coal  tax  trust  fund  itself  or  the  income  from  the 
coal  tax  trust  fund  could  be  used  to  guarantee  loans  made  by 
private  financial  institutions  to  Montana  businessmen  and 
farmers.   The  loan  guaranty  programs  in  15  other  states  were 
reviewed. 

In  reviewing  loan  guaranty  programs,  the  Committee  became 
interested  in  the  federal  Small  Business  Administration 
guaranteed  loan  program,  since  this  program  offered  Montana 
businessmen  important  financial  aid  in  establishing  or 
expanding  in  existing  business  and  provided  secure  invest- 
ment for  state  funds. 
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The  Conunittee  requested  the  District  Director  of  the  Small 
Business  Administration  to  appear  before  the  Committee  to 
describe  his  program.   He  affirmed  that  SBA  loans  are  made 
through  local  banks  and  that  the  SBA  absolutely  guarantees 
90%  of  any  such  loan.   Most  banks  sell  the  guaranteed  portion 
of  the  loan  to  secondary  markets.   The  District  Director 
noted  that  the  number  of  SBA  loans  in  Montana  could  be 
increased  if  the  Board  of  Investments  bought  more  SBA  guar- 
anteed loans.   He  said  that  the  administrative  costs  of  such 
loans  to  the  secondary  market  were  small  since  the  SBA  did 
all  the  work.   Further,  these  loans  offered  a  higher  interest 
rate  than  most  comparable  investments.   The  District  Direc- 
tor asserted  that  the  state  of  Montana  would  benefit  doubly 
by  investing  state  funds  in  SBA  guaranteed  loans:   1)  more 
SBA  funds  could  be  used  in  the  state;  and  2)  the  state  could 
reap  high  interest  return  from  buying  SBA  guarantees.^ 

The  Board's  Investment  Officer  expressed  some  reservations 
to  the  Committee  on  SBA  guaranteed  loans:   1)  SBA  loans  have 
no  prepayment  clauses,  which  may  force  the  Board  to  reinvest 
funds  when  the  market  is  poor;  2)  the  rate  of  interest  on 
SBA  loans  is  lower  than  on  comparable  investments;  3)  very 
few  SBA  loans  are  offered  to  the  Board  because  a  national 
market  for  them  exists;  and  4)  selling  SBA  loans  to  these 
national  markets  imports  capital  into  Montana. 10 

The  Committee  voted  to  recommend  a  resolution  urging  the 
Board  of  Investments  to  actively  seek  SBA  guaranteed  loans 
and  to  simplify  its  procedures  in  regard  to  this  type  of 
investment  (JR  I) . 

4)   Lower  interest  requirements  for  investment  in  Montana. 

The  Committee  also  gathered  information  on  the  possibility 
of  increasing  investment  of  state  funds  in  Montana  by  re- 
quiring the  Board  of  Investments  to  choose  an  in-state 
investment  if  the  rate  of  return  were  1%  or  less  below  that 
of  comparable  out-of-state  investments. 

The  Committee  considered  the  fact  that  most  of  the  invest- 
ments listed  as  permissible  in  section  79-310  [17-6-211] 
are  out-of-state  investments.   Corporate  bonds,  the  type  of 
security  in  which  the  Board  has  invested  the  bulk  of  the 
funds,  are  issued  in  Montana  but  in  insufficient  amounts  to 
absorb  much  of  the  investment  funds. 

However,  members  questioned  whether  the  Board  actively 
sought  out  Montana  investments. 

The  Board  voted  at  its  September  meeting  to  recommend  a  bill 
requiring  the  Board  to  invest  in  Montana  securities  even  if 
they  returned  1%  less  interest  than  comparable  investments, 
if  the  investment  could  be  made  without  lessening  the  quality 
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of  the  investment  or  without  interfering  with  the  need  for 
liquidity  in  certain  funds. 


OTHER  OPTIONS 

The  Committee  considered  several  other  topics  but  decided  to 
take  no  further  action  on  them. 

State  Banks 

The  Committee  explored  the  possibility  of  a  state-owned  bank 
to:   1)  make  low-interest  ownership  loans  to  farmers  and 
small  businessmen;  2)  invest  the  coal  tax  trust  fund  in 
Montana;  and  3)  furnish  a  state-funded  operating  loan  program 
to  farmers  during  periods  of  poor  agricultural  prices  or 
natural  disasters. 

The  Committee  studied  North  Dakota's  state  bank,  with  empha- 
sis on  the  bank's  Small  Business  Administration  loan  partici- 
pation program,  its  direct  farm  ownership  loans,  and  its 
home  loan  programs.   The  Committee  also  gathered  information 
on  proposed  state  bank  bills  in  California,  Oregon,  and  New 
York.   Testimony  from  extensive  hearings  in  California 
reflected  the  views  of  bankers,  businessmen,  community 
organizers,  and  planners  on  this  topic.   The  Committee  also 
reviewed  a  survey  of  Oregon  bankers  on  their  opinions  toward 
a  state  bank. 

After  some  discussion,  the  Committee  decided  not  to  pursue 
the  concept  further. 


HOUSING 

In  beginning  its  study  of  ways  to  promote  investment  in 
housing,  the  Committee  thoroughly  studied  the  state's  ex- 
isting housing  program. 

The  Montana  Housing  Act  of  1975  established  a  program  to 
increase  the  supply  of  housing  for  lower  income  Montanans  by 
originating,  purchasing,  or  participating  in  mortgage  loans. 
The  program  is  financed  by  the  sale  of  revenue  bonds,  not  to 
exceed  $75  million. 

The  program  is  administered  by  the  Board  of  Housing,  a 
citizen  board  appointed  by  the  Governor  for  varying  terms. 
The  Board  is  allocated  to  the  Department  of  Administration, 
which  provides  its  staff.   To  date,  the  Board  has  limited 
its  activities  to  mortgage  repurchasing,  buying  mortgage 
loans  made  by  financial  institutions  meeting  the  Board's 
criteria.   To  be  eligible,  the  loan  must:   1)  have  been  made 
to  a  family  with  a  maximum  adjusted  gross  annual  income  of 
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$16,000  or  less,  and  2)  be  insured  by  the  Veterans  Adminis- 
tration or  the  Federal  Housing  Administration.   Under  this 
program,  the  Board  has  issued  $75  million  in  bonds,  purchasing 
over  1,600  mortgages  on  single-family  dwellings  and  the 
mortgage  on  a  134-unit  multiple-family  dwelling. 

In  early  1977,  questions  arose  on  the  process  by  which  the 
Montana  Housing  Board  was  distributing  its  funds.   At  the 
request  of  a  Committee  member,  the  Coal  Tax  Oversight  Com- 
mittee held  a  public  hearing  in  Billings  to  discuss  these 
criticisms.   The  Committee  member  argued  that  it  should 
thoroughly  examine  the  state's  existing  housing  program 
before  considering  new  programs,  under  the  charge  made  in 
SJR  2. 

At  the  hearing,  most  witnesses  praised  the  program,  saying 
that  it  met  an  important  need  in  the  state.  Many  of  those 
testifying  urged  the  legislature  to  expand  the  program. 
However,  several  had  complaints  on  financial  institutions' 
recommitment  of  Board  funds  to  real  estate  firms  and  other 
Board  policies.  ■'■■^ 

As  a  result  of  the  hearing,  the  Committee  made  several 
suggestions  to  the  Housing  Board  on  how  its  program  could  be 
improved.   The  Board  adopted  some  of  these  suggestions. 
However,  the  Committee's  review  satisfied  members  that  the 
state's  existing  housing  program  was  functioning  well  and 
was  capable  of  meeting  Montana  lower  income  citizens'  need 
for  housing.   Therefore,  the  Committee  took  no  further 
action  on  SJR  2. 
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OVERSIGHT  FUNCTIONS 


By  statute,  the  Coal  Tax  Oversight  Committee  is  required  to 
monitor  the  programs  funded  by  coal  tax  revenue.   An  overview 
of  its  monitoring  activities  is  presented  below. 


COAL  TAX  PROTEST  ,1 

The  Committee  has,  of  course,  watched  the  progress  of  the 
suit  filed  against  the  coal  severance  tax  with  great  atten- 
tion. 

On  January  30,  1978,  after  discussing  the  basis  for  the  suit 
with  the  Governor's  attorney,  the  Committee  unanimously 
adopted  a  resolution  affirming  its  support  for  the  tax  and 
detailing  the  urgent  need  for  it. 

The  Committee  has  conferred  with  the  Attorney  General,  the 
Governor,  and  their  staffs  on  the  matter.   Two  members  have 
been  appointed  to  a  special  liaison  committee  to  work  with 
these  officials  on  the  suit.  .  -,  -, 


COAL  BOARD 

A  key  element  of  Montana's  coal  severance  tax  program,  the 
local  impact  assistance  program,  receives  12.7%  of  the  coal 
tax  revenues  for  grants  to  local  governments  to  assist  them 
in  providing  "governmental  services  and  facilities  which  are 
needed  as  a  direct  result  of  coal  development."   The  Coal 
Board,  a  citizen  board  appointed  by  the  Governor,  awards 
these  grants  based  on  statutory  criteria  and  guidelines. 
Since  the  Committee's  last  report,  the  Board  has  granted 
$5,792,939  in  local  impact  funds  to  14  different  local 
governments. 

The  Committee  has  devoted  much  of  its  time  to  remaining 
informed  about  the  local  impact  assistance  program  and 
advising  the  Coal  Board. 

Early  in  the  interim,  the  Committee  met  jointly  with  the 
Board  to  discuss  changes  in  the  program  caused  by  HB  14  5  and 
SB  44  passed  in  the  1977  session.   The  Committee  adopted 
resolutions  defining  the  terms  in  HB  145  and  detailing  the 
legislative  intent  of  SB  44.   The  Committee  also  discussed 
possible  refinements  in  the  statutes  establishing  the  local 
impact  program  and  requested  a  study  of  these  issues  by  the 
Departments  of  Community  Affairs  and  State  Lands. 

In  January,  the  Committee  again  met  jointly  with  the  Board 
to  discuss  questions  some  legislators  had  raised  about  the 
criteria  and  procedures  for  grants.   After  thoroughly 
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reviewing  the  grants  made  and  discussing  several  in  depth, 
the  Committee  issued  a  resolution  reinstating  its  confidence 
in  the  Board  and  commending  them  for  diligence  and  hard 
work. 

When  the  suit  challenging  the  coal  severance  tax  was  filed, 
the  Committee  discussed  the  status  of  the  local  impact 
program  and  its  financial  position  with  the  Board's  chairman 
and  passed  a  resolution  urging  the  Coal  Board  to  "proceed 
with  the  duties  assigned  to  them  without  regard  to  any 
protest  or  law  suit  filed  by  the  coal  companies." 


RENEWABLE  RESOURCES  PROGRAM 

The  Renewable  Resources  Development  program  receives  1.875% 
of  the  coal  tax  revenues  for  grants  and  loans  for  the  develop- 
ment of  renewable  natural  resources  to  replace  the  nonrenew- 
able resource  —  coal  —  being  depleted. 

During  the  last  interim,  the  Committee  expressed  concern 
over  the  direction  and  implementation  of  that  portion  of  the 
program  allowing  loans  to  private  individuals  for  renewable 
resources  projects.   In  August,  1977,  the  Montana  Supreme 
Court  declared  that  portion  of  the  program  unconstitutional. 
The  money  earmarked  for  the  program  is  accumulating  in  the 
account. 

The  remaining  portion  of  the  program  —  loans  and  grants  to 
local  governments  --  has  been  proceeding  slowly.   The  legis- 
lature, which  must  approve  all  such  loans  and  grants,  made 
two  of  the  grants  contingent  on  receipt  of  additional  funding 
from  other  sources.   Difficulties  in  receiving  these  funds 
have  delayed  the  projects.   The  Department  of  Natural  Re- 
sources and  Conservation,  which  administers  this  program,  is 
evaluating  project  applications  for  the  legislature's  action 
in  the  1979  session. 


ALTERNATIVE  ENERGY  PROGRAM  -■ 

The  Alternative  Energy  Research  Development  and  Demonstra- 
tion program  receives  1.875%  of  the  coal  tax  revenue  to 
award  grants  enabling  recipients  "to  research,  develop,  or 
demonstrate  alternative  renewable  energy  sources."   During 
this  interim,  the  Department  of  Natural  Resources  and  Con- 
servation, which  administers  the  program,  has  granted 
$710,296  to  fund  52  projects.   Of  these,  29  were  for  solar 
energy-related  projects,  5  wind-related,  3  geothermal,  2 
wood  energy-related,  3  biomass-related,  and  10  involving 
other  energy  sources. 

The  Committee  has  followed  the  program  closely,  reviewing 
its  direction  and  individual  grants  at  three  meetings. 
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Members  also  visited  the  grant  projects  in  their  communities 
to  evaluate  their  effectiveness.   The  Committee  has  been 
concerned  about  the  preponderance  of  grants  for  solar  energy 
projects  and  for  demonstration  rather  than  research  projects. 
Members  expressed  fears  that  the  grants  may  be  duplicating 
federally  funded  projects  or  demonstrating  what  is  already 
widely  known. 

With  these  concerns  in  mind,  the  Committee  passed  the  follow- 
ing resolution: 

Be  it  resolved  that  the  motion  passed  by  this 
Committee  on  14  July  1978  be  revoked  and  rescinded. 

Be  it  further  resolved  that  all  grants  from  the 
Alternative  Energy  Research  and  Demonstration  Projects 
should  be  suspended  until  January  30,  1979,  during 
which  time  the  Department  of  Natural  Resources  and 
Conservation  shall  outline  more  specifically  the  goals 
and  purposes  of  such  grants  including  what  is  expected 
to  be  accomplished  by  such  grants  and  that  such  speci- 
fic goals  and  purposes  be  submitted  to  this  Committee 
of  the  legislature  for  review  with  the  understanding 
that  all  future  grants  will  be  awarded  on  the  basis  of 
these  goals  and  purposes. 

The  Committee  plans  to  meet  January  3  to  consider  the  Depart- 
ment's outline. 


COAL  AREA  HIGHWAY  IMPROVEMENT 

Section  84-1319  [15-35-108]  allocates  9.75%  of  the  coal 
severance  tax  revenue  to  the  coal  area  highway  reconstruc- 
tion program  "to  assist  in  the  construction  and  reconstruc- 
tion of  designated  portions  of  highways  which  serve  the  area 
affected  by  such  large-scale  development." 

Since  the  creation  of  this  program  in  1975,  the  Committee 
has  sought  federal  funds  to  match  this  state  effort.   The 
Committee  has  felt  that  the  federal  government  should  bear 
part  of  the  cost  of  reconstructing  these  highways  since  much 
of  the  coal  is  federally  owned  and  the  demand  for  the  coal 
originates  outside  the  state.   The  Department  of  Highways 
estimates  the  cost  of  the  program  will  be  about  $70  million. 
The  Committee  hopes  that  this  cost  would  be  shared  74% 
federal,  26%  state,  the  usual  ratio  for  federal  primary- 
secondary  road  construction.   $10.65  million  has  accumulated 
in  this  program's  account  to  match  federal  funds  should  they 
become  available. 

Congress  declined  to  grant  the  matching  funds  in  1976  and 
directed  the  U.  S.  Department  of  Transportation  to  make  a 
study  of  coal  transportation  problems  throughout  the  country. 
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When  this  study  was  released  in  January,  1978,  the  problems 
of  passenger  haul  roads,  such  as  Montana's,  were  not  in- 
cluded.  Although  bills  to  furnish  federal  matching  funds 
have  been  introduced  in  Congress  this  session,  they  have 
been  defeated.  ,      . 

The  Department  of  Highways  has  completed  some  of  the  planning 
for  the  highways  in  the  coal  area  but  has  not  expended  the 
funds  in  anticipation  of  federal  funds  becoming  available. 
Several  projects  in  the  area  have  been  let  but  other  highway 
funds  have  been  used. 

The  funds  in  this  account  will  not  revert  until  June  30, 
1981.    .  . 


SITE  ACQUISITION  AND  MAINTENANCE 

Section  84-1319  [15-35-108]  allocates  1.875%  of  the  coal 
severance  tax  for  the  acquisition,  operation,  and  maintenance 
of  state  parks,  recreation  areas,  monuments,  and  historic 
sites. 

In  1977,  the  legislature  appropriated  $1,200,000  of  these 
funds,  accrued  during  the  previous  biennium,  to  the  Depart- 
ment of  Fish  and  Game  for  site  acquisition.   With  these 
funds  and  matching  private  and  federal  funds,  the  department 
purchased  a  boat  launching  access  in  Miles  City,  land  in 
Bannack  State  Park,  an  enlargement  to  Makoshika  State  Park 
in  Glendive,  Council  Grove  State  monument  in  Missoula,  and 
Rosebud  Battlefield  near  Decker. 

Other  bills  during  the  session  appropriated  from  the  coal 
severance  tax  fund  to  the  department  $499,111  over  the 
biennixom  to  maintain  and  support  the  park  program. 


PRESERVATION  OF  WORKS  OF  ART  IN  THE  CAPITOL 

HB  799  appropriated  $50,000  to  the  Department  of  Adminis- 
tration from  the  coal  tax  funds  for  preservation  and  pro- 
tection of  the  paintings,  murals,  and  other  works  of  art  in 
the  state  capitol. 

The  department  is  using  this  appropriation  to  evaluate  the 
condition  of  the  works  of  art,  determine  what  repair  is 
necessary,  and  develop  a  list  of  priorities  for  an  ongoing 
preservation  program.   The  funds  were  not  sufficient,  depart- 
ment staff  noted,  for  actual  preservation  of  any  art  works. 


-18- 


COUNTY  LAND  PLANNING 

During  this  biennium,  0.75%  of  the  coal  tax  revenue,  about 
$581,000,  was  distributed  to  the  56  counties  of  the  state 
for  use  in  land  planning.   Under  the  revised  distribution 
formula  established  in  SB  44,  each  county  received  at  least 
$3,000.   The  remainder  was  distributed  on  the  basis  of  land 
area  and  population.   The  grants  to  counties  varied  from 
$3,517  to  $14,969  in  FY  1978. 

These  funds  were  used  for  a  wide  variety  of  projects  — 
mapping,  subdivision  review,  housing  studies,  solid  waste 
management,  sanitation  planning,  and  others.   The  Local 
Planning  Services  Bureau  of  the  Department  of  Community 
Affairs  has  worked  with  the  counties  to  design  and  carry  out 
projects  complying  with  the  legislative  intent  for  the 
funds. 

Section  82-3710  [90-1-108]  provides  that  funds  not  expended 
by  the  county  shall  revert  to  the  education  trust  fund.   Two 
counties  (Golden  Valley  and  Petroleum)  returned  the  entire 
amount  of  their  funds  and  several  other  counties  returned 
small  amounts,  for  a  total  reversion  of  approximately  $30,877 
since  the  program  was  initiated. ^2 
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APPENDIX   I 
FUNDS    IN   MONTANA'S    UNIFIED    INVESTMENT   PROGRAM 


Treasurer's   Fund 

Public  Employees'    Retirement   System  Fund 

Teachers'   Retirement   System  Fxind 

Trust   and  Legacy  Fund 

Workers'    Compensation  Fund 

Long  Range  Building  Fund 

Social  Seciirity  Fund 

Common  School  Interest  &  Income  Fund 

Long  Range  Building  Sinking  Fund 

Federal  Revenue  Sharing  Fund 

Coal  Tax  Trust  Fimd 

Volunteer  Fireman ' s  Fund 

Other  Retirement   Funds: 

Highway  Patrol  Retirement   Fund 
Statewide  Police  Reserve  Fund 
Sheriffs'   Retirement  Fund 
Gajme  Wardens'    Retirement  Fund 
Montana  Judges'    Retirement  Fund 

Various   University  Funds: 

Experiment   Station  Fund 

E.M.C.   Trust   Fund 

M.C.M.S.T.  Unexpended  Plant  Fund 

M.S.U.  Nacubo  Fund 

E.M.C.  Ciirrent  Designated  Fund 

AES  Restricted  Fund 

M.S.U.  Current  Restricted  Fund 

M.S.U.  Endowment  Fvnd 

M.S.U.  Auxiliary  Enterprises  Fund 

M.C.M.S.T.  Current  Restricted  Fund 

U.M.  Field  House  Fund 

E.M.C.  Nacubo  Agency  Fund 

U.M.  Fund  to  Retire  Debt 

M.C.M.S.T.  Endowment  Fund 

M.C.M.S.T.  Loan  Fund 

N.M.C.   Nacubo  Agency  Fund 

M.C.M.S.T.   Agency  F\and 

M.S.U.   Unexpended  Plant  Fund 

N.M.C.    Current  Designated  Student  Fund 

N.M.C.    Branch  Station  Fund 

E.M.C.   Auxiliary  Enterprices  Fund 

M.S.C.   Phys.    Ed.    Fund 

N.M.C.    Series  B  Fund 

U.M.    Swimming  Pool  Fund 

M.C.M.S.T.   Auxiliary  Enterprises  Fund 

Experiment  Station-Fertilizer  Fund 

M.C.M.S.T.    C\irrent  Designated  Fund 

N.M.C.    Endowment  Fund 

M.S.U.    Current  Designated  Fund 

Experiment  St  at  ion-Agri  culture  F\ind 

N.M.C.   Fund  to  Retire  Debt 


N.M.C.    Restricted  Fund 
M.S.U.   Student  Housing  Fund 
U.M.    Building  Fund 
N.M.C.   Housing  &  Dining  Fund 

Livestock  Funds: 

Livestock  Commission  Fund 
Livestock  Board-Emergency  Fund 

Other   Funds : 

Highway  Complex  Headqiiarters  Fund 

Resource  Indemnity  Fund 

Local  Impact  Fund 

Trust  Contractors '  License  Refund 

Educational  Trust  Fund 

Subsequent  Injury  Fund 

Land  &  Resource  Development  Fund 

Renewable  Resoiirces  Dev.  Fund 

Coal  Tax  Park  Fund 

Montana  Rural  Rehab.  F\ind 

Donable  Property  Fund 

Wheat  Research  Fund 

Occupational  Disease  Fund 

Capitol  Building  Fund 

Oil  and  Gas  Fund 

Board  of  Certification  Fiond 

Water  Well  Fund 

Cosmetology  Board  Fund 

Sanitarians  Registration  Fimd 

T.R.S.  Minnie  Fullam  Fund 

Other  STIP*  Funds: 

Fergus  County  Treasurer 

Rosebud  County  Treasurer 

City  of  Helena  Parking  Bond  Proceeds 

City  of  Helena 

Culbertson  Hospital  Fund 

City  of  Missoula 

Stillwater  County  Treasurer 

Lincoln  County  Treasurer 

Great  Falls  Fire  Dept.  Relief  Asso. 

Missoula  Fire  Dept.  Relief  Assoc. 

Billings  Fire  Dept.  Relief  Assoc. 

Daniels  County  Treasurer 

Missoula  County  Treasurer 

City  of  Glendive 

Town  of  Chester 

Helena  Fire  Dept.  Relief  Assoc. 

Bozeman  Fire  Dept.  Relief  Assoc. 

Kalispell  Fire  Dept.  Relief  Assoc. 

Yellowstone  County  Treasurer 
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(APPENDIX   I  Continued) 


(Other   STIP*  continued) 


Sanders  Coianty  Treasurer 

City  of  Great  Falls 

Butte  Fire  Dept.    Relief  Assoc. 

City  of  Scobey 

Miles  City  Fire  Dept.  Relief  Assoc. 

City  of  Butte 

Glendive  Fire  Dept.  Relief  Assoc. 

Lake  Coimty  Treasurer 

Liberty  County  Treasurer 

City  of  Kalispell 

Hill  County  Treasurer 

Havre  Fire  Dept.  Relief  Assoc. 

Powell  County  Treasurer 

Roosevelt  County  Treasurer 

Dawson  County  Treasurer 

Lewistown  Fire  Dept.  Relief  Assoc. 

Park  County  Treasurer 

Sheridan  Coiinty  Treasixrer 

Anaconda  Fire  Dept.  Relief  Assoc. 

Livingston  Fire  Dept.  Relief  Assoc. 

Beaverhead  County  Treasurer 

Granite  County  Treasurer 

Meagher  County  Treasurer 

Broadwater  County  Treasurer 

Valley  County  Treasurer 

Lewis  &  Clark  County  Treasurer 

Madison  County  Treasurer 

Ravalli  County  Treasurer 

Teton  Coimty  Treasurer 

City  of  Choteau 

Choteau  Schools  Student  Activity  Fund 

Montana  State  University 

University  of  Montana 

Eastern  Montana  College 

Montana  College  of  Mineral  Science  &  Technology 

City  of  Lewistown 

Northern  Montana  College 

Lewistown  Police  Officers  Ret.  Fund 

Helena  Police  Officers  Ret.  Fund 

Mineral  County  Treasurer 


*Short-Term  Investment  Pool 
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APPENDIX  II 
TYPE  OF  SECURITIES  IN  WHICH 
STATE  FUNDS  ARE  INVESTED 

FISCAL  76-77 


Corporate  Bonds 

U.S.  Government  Securities 

MT.  Certificates  of  Deposit 

MT.  Mortgages 

Canadian  Obligations 

Bankers '  Acceptances 

Common  Stock 

Commercial  Paper 

Other 


FISCAL  77-78 


%  of 

%  of 

Total 

Amount  * 

Total 

Amount  * 

43.6 

$308,429,828 

44.6 

$355,544,413 

27.2 

192,364,852 

25.4 

201,910,017 

8.9 

62,292,800 

8.9 

71,250,000 

7.3 

51,787,594 

7.3 

57,889,144 

5.7 

40,237,818 

5.8 

46,004,600 

1.0 

7,430,660 

3.9 

30,877,183 

2.8 

19,758,976 

3.1 

25,007,204 

3.4 

23,879,660 

0.8 

6,463,821 

0.2 

1,464,100 

0.2 

1,366,790 

Total 


100.0 


$707,646,288 


100.0 


$796,313,172 
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BILL  I 


1 BILL  NO. 

2  INTRODUCED  9Y 


3 

4  A  BILL  FOR  AiAi  ACT  tNTlTLfcO:   "AN  ACT  TO  ESTABLISH  PREFEAtNCE 

5  FOR   INVESTMENT   OF    Cti^TAIM    STATE    FUNOS    IN    MONTANA 

6  SECURITIES." 
7 

8  86  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MCNTA^4A: 

9  NEW   SECTION   Preference   for   Montana  investments.  The 

10  board  of  investments  shall   invest   to   uhe   max i mum  extent 

11  possible*    without    jeo,jard  i  2  i  ng    the    quality    of   the 

12  investments  or  the  neec  for  liquidity*  the  funds   enufnerdted 

13  in   subsections   (1)»   (3)»   (4)»   (5)*  jnd  (6)  of  17-6-203* 

14  excluding  any  retirement   funds*   in   securities   issued   by 

15  Montana   corporations   anj   political   subdivisions   of   the 

16  state*  even  if  the  investm;_'nt  will  produce   up   to  II      less 

17  annual   income   than   investmert   in  comparable  out-of-state 
16  bonds  and  securities. 
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t-iLL    NOi 


I.vjTnGOLCtO     .Y 


A  EILl.  FOP  Ar  ACT  L.NTITLL':  "AiJ  ACT  TC  CREATE  TH£  y.ONTANA 
PRODUCT  OtVLLCPf'ENT  C  ")kp;.KAT  luNt  /«  PUBLIC  C0RPCR<5  F  I  O".  T3 
f'ROVlOt  FjlN-V,CIAL  AiU  FuK  KsiCJUCTS  ANC  Ii\Vt.\T  IC'JS  A.'MJ  TO 
APPRCPPIATb  J.2  ^^ILLIo^  r  J  <  1  Hfc  CPL-;<ATIC\  CF  THt  CCjiPuK  AT  IC '^ 
P!)H    THh    ElfiWfljM    c.NijI.4b    JJ     r:     3G»     IV>^1," 

cE    IT    EiNiACTClO    BY    Tht     LcGIjLATUR.1    HF    THt    STATE    OF    MGivlTAi\A: 

Section    1»       Short    tit-le.    This    [c.ct]    shall    be    known      and 

may    bo    citeJ    as    tlit    "MonLo.i  a    ProdJCt    Develcpirart    Ccrporsticn 

Act". 

Soctioo    2«       Lt 'ji  s  1  ati  / .-?       finJirfjs      nnd       d3Clar<3ticn      cf 

^.ur:ose«    (1)    The    lajisldtjr,:     finds    that    Lhere    exists    in    Lhi  s 

state    o    ^rowid.    ria^j    for    c -iinerci  al     Jt-Vvil  ojjm jnt       tc      i-roviuo 

and   ririintain    job   opportuni  .  i  ^  s    and    tr-.x    r^^vi?nu3« 
{J)       ThL    1  eg  i  bl  o  tur  t.    f,jrchi..'r    fidds    that: 
(a)       thc;       assistance       ano      Gncoura  jcment      of    connercial 

dove!  o,- mcnt     is    an    iin}.orLanl     turction    of    the    state; 

( 1.  )       the    avaiJ   -t  i  1  i  t       of       fincHciril       assistcincc       is       an 

imj'ortJnt       i  r  Jucenicni    t'j   c  .iiiiircrc  i  al    enterprises    to    loc    t-     cr 

rorrain    in    ttic    statt; 

(c)       tnt'rr    exioti    in    ir.ia    st.jtc    a    serious      shcrtjje      of 

vnnturt"       capital       to      [^.roijtf/       the    ccmncrcial    cevel  opjicnt    cf 
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L  products     jnd    inventions; 

2  (ci)       th<;    shortcJ^.,t:    in    venture    c.ipital    has       resulted       and 

3  ..ill       result     in    a    soricub    dcr'^o:,'     in    the    devol  opniKnt    of    new 

4  business     >pterpris«-s    ana   joi)    opportun  i  t  i  *^  s    in    this    st.^to; 

5  (e)       li/       provijifig         financial         assistence         for         the 

6  development    rjf    products    no       inverticns    the    state    will    cssist 

7  in         the      crc.jficn      of      iie  .       b^jsiness       enterprisc-s      and       jco 
fJ  opportuni  t  i  .>r>« 

9  (3)       fJit:    legislature    further    finds    that    thj      assistance 

10  and      ',nccur  a«3'c!nn..?nt      of      n  >w       DusiaeoS      <intt)rpr  i  ses      ^nu       job 

IL  oppor  tun  i  t  i  ^  .>    kill     tienefit    the       -itat'-       as       a      whole       in.i       is 

12  tnerefure    a     ^.jolic    ;:urpoS;» 

13  (4)       It.       is       tht        jur^oi^e      cf       this      L  JC  t  ]       tc    crt-ate    a 

14  nonprofit    ;::ublic    corporation      that       will       provide       financial 

15  assisc^nce      to      stimulate      the      developHient      of    products    and 

16  inventions     in    this    st-^te. 

17  Sf.ctioM    J«       Ofefiniti  >ns«    As      usfzd       in      this      [^^ctj       the 

18  followinc    'J  :'f  i  n  i  t  i  uns    appl/: 

19  (1)  "voard"  .if.ans  the  tsoard  of  directors  uf  the 
ZO  Montana  product  development  corporation  created  by  [section 
21  5J, 

Z/.  (2)       "Corporation"  means  the  Montana        product 

23  devol  opmtnt    corporation    cr  .-.jted    by    [section    4  ]• 

24  (3)       "fiooMcial    a  i  o"     ,«.    ns    providing      risk      capital       to 

25  persons       in       che      con  .iierc  i  il       dev  j1  c\  mt  nt      of       products       and 
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1  inventions. 

2  C*)       "Invention"    iiijdiis       any      new      oevice*      prccess*      or 

3  technique    without    re^ar  j    to    ^^htitfer    a    potent    has    or    coulo    be 

4  granted. 

5  (5)       "Person"         -neans         any         individual  »      partnership* 
(i  corporation*      association*       cr      joint       venture      carrying      on 

7  husinpss      cr      ^irc^iosiny       to    Curry    on    business     in    this    state* 

8  This    terir    does    not    mean    .^    ^ov<;;rnirGrta  1    organisation. 

9  ;  '.       (6)       "Product"    irieans    .^ny    cevici^*    t*ichnique*    or      ,>rocess 

10  that       is    or    nay    be    developed    coiiirrerc  i  al  1  y  •    The   tern    does   net 

11  apply    to   pure      research      -^ut      to      products*      techniques*      or 

12  processes      that      ha^e      advoncec    ceyond    the    theoretical     btoge 

13  and    art    roajily    capaLlt    of    bciny    reouced    tc    practice. 

14  (7)       "Venturo"    iieans    a    contractual    arrangement    with    any 

15  person  wher^o/  tha  corpor-iticn  obtains  rijhts  in  a  orocjct 
15  or  invention  or  Lhe  L.roceecs  therefrurr  cr  ecuity  in  the 
17  business  or  .^^n  i  zat  i  on  dovelopinj  tho  proauct  or  invention 
lu  for    fjr.intipj    financicl      .  i  !    tu    suc^i    ijerson. 

IV  Section    4.      Creocion    of    the    -lontanj    product    devel  o^^a^-T  t 

20  corporation*       T,iere    is    cr^^ottd    a    corporate    body    kno*^n    oS    tho 

21  Hontans    product    dev».'l  opmt  nt    corporation.    Th_'    corpor  Jt  i  om       is 

22  a  puDlic  (icnprofit  corp-  ration  inrJ  has  a  legal  exiscence 
Zi  indapundent    snd    s»'p-Jrdte    frjn     toe    state. 

24  Section    •>.       ^cord    of     jirectcrs    of    tht;      Montana      proouct 

2i  dev3l  o,-jment      ccr  p-jr-it  i  on   —    ;,  ppoi  ntiiio  nt   —    qual  i  f  ic  it  i  cii'j    — 
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X  allocaticn.   (1)   There   i  :,   a   board   of   directors   of  the 

2  corporation- 

3  (2)   Th<;   first   bocjrd   shjil   Le   appointed    in    the 

4  follcwincj  rranntr:  s  • 

5  (ci)   The  legislative  coal  tax  oversight  comirittey  shall 
f>  select   a   comn;ittev'   to  nonii  nate  individuals  for  the  board. 

7  Tho  norrinating  committee  '^.n^l  1  consist  of:  .  • 

8  (i)   one  indiviuudl  with  expericnct;   in   iranuf  ac  tur  i  ny; 

9  ('<)  out   individual   ■vith   expt-r  i  i^nce   in   finance  and 
1,0  credi  t  eval  uo  t  i  on  ; 

XI  ('•')  "-i'^G  individual  with  experience  in  small  business; 

12  (iv)  one    individu-jl    with    «;xperience    in     local 

I3k  development  corporations;  ond 

14  (v)   cot  representative  of  the  public* 

J.5   ;  (b)   The  noirinatiny  c.o.unittee  shall  subir.it  a  list  of  15 

16  names   of   residents   of   this   state   to  the  governor.   The 

17  governor   shjll   select   r  i  Vv;   persons   froin   the   list    as 

18  directors  of  the  corporation  as  follows: 

19  (i)   one   individual   with  experience  in  manufacturing; 

20  (••)  one  individual   with   experience   in   finance   and 

21  credit  evaluation; 

22  (iii)  '-^n^i  inoividuol  with  experience  in  sirall  business; 

23  (iv)  one  individual    with    exptrience    in    local 

24  development  corporations;  ..nd 

25  (V)   ono  represr.ntai  i  ve  of  toe  jublic. 
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I  (3)       The    first    board    jfiall    adopt    bylaws    goverrinj    their 

c.  terms    of   office    and    the       iiHthod      of      appointirert      cf      futuro 

3  ireirbers      of      the      board.         Future      beard      npembers       sh'll       be 

4  oppointeo    by    tne    bojrd    suject    tc       senate      conf i cmat ion.         A 

5  member      appointed      by      th^       board      when    the    senate    is    not    in 

6  session    may    serve    on    the    \»oard    with    all    powers    of    a      ro_,ular 

7  meiTber  until  the  sonote  Cinfiras  jr  rejects  the  appoi  nt  nfent. 
3  (4)  To  be  fcli  jibl  •  for  rotiiibersh  i  p  on  the  toarc  an 
9  individual    must      hcive      a      r^ivoratle      reputation      fcr      s/^illt 

10  knowlodgct       ond      ex;.erienc-       in    tochnolo^j  ical    developin-jnt    cr 

11  i  nvastnients  . 

12  (5)'    The      board       is      allocat'^d      to      the      department      of 

13  administration         for          jdiii  ni  strat  i  vt         purposes         only         as 
1^  prescribed       in       2-l^-121«       The      board      nay      hire         its         own 

15  personnel  t    seek    and    receive    feaeral    cind   private    funds    in    the 

16  name    of    the    corporationt     jhcJ    deternr.ine    jll    matters    of    policy 

17  Cvjncerninj    tho    us2    of    its    ^uuj€t« 

13  Sectiof>    6.      Coiiiptfnsati  on      of      board      ir.embers*       (I)    tach 

19  board   member     is    :intitleo    to    receive    frc.u    the    corporation    $i  3 

?0  for    each   <i3^    in    which      ihj      boarc      .iicmter       is      actually      an  J 

21  necessarily    oncjag^d    in    thu    performance    of    board    duties,    tacn 

22  board      inember       is      also    -eiit-itled   to   ue    r*.  i  ir.our  sed    for    travel 

23  i.xpensfs    incurred    .vnil-^    i  r»    the   performance    of    board      duties* 

24  The    boerd    sh^ll     adopt    b>l..ws    governing   the   amount    ana    rr.othod 

25  of   coraputintj    travel    cxpens.s. 
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I    •  (2)      f'-iiTibers    ot     tha   j  lard   are   not    3ntit]e(j    to    receive   a 

2'  sal.jry      and      may      not      jjr.ifit       from      the      activities      of    the 

3  corporat  ion. 

4  Section  /•   Fin^jnciai  oid  to  board  merrbers   prohibited* 

5  A   member  of  the  :>o"3rd  of  Oirectorst  his  fo<Di1yt  or  business 

6  associates   rray   not   rec^-ive    finincidl    aid    from    the 

7  cor pc ration* 

3  Section    6»      Conflict    of    interests*    (1)    Upon   appointment 

9  and    our  in  j    t<_rff;    of    office          board    n.osnber    must    doclare    to    the 

10'  board       in    writiny    ooy    finiricial    or    other     interest    that    .ni  ijht 

11  conflict    with    his    nieriiOv^'r  shi  ^    on    thp    roard. 

12  (>1)       If    there    i  i,    o    c  inflict*    tht    board   may    require      him 

13  to      abitaiii       from      clccisijns      resulting       in    a    conflict    or    to 

14  resign    froa'    thi^.    boerd» 

19  (3)       A    loan    or    contrict      cf      the      corporotion      tii-it       is 

16  otherwise      valid       is      not       invalid      becriuse      of      a      personal 

17  interest  of  o  boaro  iiiCiinoer  if  tht  interest  is  declared  and 
Id  tht  board  (rK-fr.ber  ol^stoii:,  from  decisions  pertaininv,  to  the 
19  loan    or    contract*                                                                                 ^ 

iO  Section    ?•      Records    of    corporation*    (1)    The   corporation 

21  shall       kfctj.      complete       fiu.tncial       recoros      and      minutes         cf 

22  meetings    of    tl'ie    boaro. 

23  (^)      Records      uf    th^    corporation      shall    be    available    to 

24  the    ;jOverncr    and    tn;^    le^i^laturi* 

25  (3)       Tiio,    board    shall       .,;aintain       thi       followinc      records 
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1  which    are    dvai1<3ble    for    p^jlic    in5p=^ction: 

.■;  (a)       the      nainei.      of    i.n^-    persons    receiving    f  i  nanc  i  d  1    aid 

3  fron    the   ccr  por -it  i  on  ; 

^  {b)       tiie      nsture      of      the      business      cf         each         p.rscn 

5  recoivin<3    finir»cijl    <!ic    fru.n    the    corporation; 

6  (c)       th  '      cjnount      of       financial       aid      receiveo      .jy    t:.jcri 

7  person;    and 

3  (d)       tiie    roydltiesf     iiuityt    or    other    rit^hts    received    by 

9  the    corporation    ano    tht    conditions    imposed   on      the      yrantinj 

10  of    financial    aid    to    eucli      erson.  .        ' 

11  (^)      y^e      boaro      shall       aaopt      bylaws      to      provide       for 

12  conf  i  df  nt  i  t1  i  t/    of       infor.ndtion      nec^:ssary      to      protect      the 

13  l.^yitiirate  busintss  in.orciSts  of  a  p'^rson  rec^^-iviny 
lA  finarcital    oid    from    cfie    corporation* 

15>  Secticj,'    i'J.       Anri'jcil     i.dit.       Ann^dlly*       trie       1  e  gi ':>1  Jt  i  v«i 

16  auditor    shall    ouoit    tnt    c  jr  purac  i  on* -o    financial    records. 

17  Stcticn  ll«  tx»:cutiv  airdctor  —  appointment  — 
13  qual  i  f  i  cat  i  cai    —    s.ilar/.    (i)    There    is    an    executive    .Jiroctcr 

19  of    the    corporation. 

20  (2)       Th^^    executive    dir^-ctcr    is    appointed    by      tht      ocard 

21  and    iray    not    te    a   nie.no^r    of    the    board. 

22  (3)  To  be  elii^ibl.^  for  appoi  ntinent  as  executive 
?3  Jirpctcr  an  individut^l  muse  have  tha  ski  lit  knoviled(je»  and 
Z^  .ibility  tc  i.ienajc  the  corporation  ond  dt  least  5  ^*i:^r7,* 
25  expor  i  <^nci^    in    a    r.-'latec1    pr.>^uct    Jev.l  op'uent    cr^an  i  jr  Jt  i  en. 
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1  (m)   Tih^  executive  director  may  not  have    any   financial 

2  or    :^usino:ib    interests    that   riiight   conflict   with   the 

3  nanagement  jf  the  corporocion.  , 

^  (5)   Thu  executive,  Jiractcr  is  entitled   to   receive   a 

5  salary  to  be  determined  t/  the  board. 

6  Sectiou  iZ.   Purpose  cf  the  corporation.  The  purpose  of 

7  the  corporation  is  .:o  stimul^jte  and  encouraye  the 
6  development  of  products  and  inventions  within  Montana  by 
9^  provicJinc    financiul    aio    to    p-;rsons    for   cornrtiercial 

10  development  of  products  aaa       inventions   in   situations   for 

11  which   financial   aid   woulJ   not   otherwise   be   reasonably 

12  available  froui  ccimerc  i  al  sources.  The  corporation   will   ba 

13  perpetual  through  thf  use?  uf  funds  froir  successful  ventures. 

14  Section  13.   Powers   of   the   corporation.   In  order  to 

15  effectuate  its  purpose,  tna  corporation  may: 

16  (1)   continue  to  exist  perpetually; 

17  (2)   sue  anc  be  sued  in  its  corporate  name; 

18  (3)   ado, It  a  corporate  seal   that   may   be   altered   at 

19  pleasure   and   use  the  sam.,  by  reproducing  it  in  any  manner; 

20  (^)   tfiter  into  venture  agreements  with   persons   doing 

21  business   in   Montana,   u,>on   terms   and   conditions   as  are 

22  consistent  with  the  jurpo.  s   of   the   corporation   for   the 

23  advancement   of  financiil  oid  to  persons  to  develop  specific 

24  products  and  inventions;    ,  i     '                                           ; 

25  (5)   receive  aru:  accj-;t  aid  or  other  contributions  from 
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1  any  source  of  moneyt  propcirty»  labor*   or   other   things   of 

2  valuet   to   be   used   to   carry   out   the   purposes   of   the 

3  corporationt  subject  to  tae  conditions  upon   which   the   aid 
^  and   contributions   iray   be   made*  including  gifts  or  grants 

5  from  any  department  or  agency  of  the  United   States   or   the 

6  state; 

7  (6)   purchase*   lease*  or  otherwise  acquire*  own*  nold* 

8  improve*  use*  or   otherwise   deal   with   real   and   personal 

9  property   or   any  interest  therein  when  necessary  to  further 

10  the  purposes  of  the  corporation; 

11  (7)   hold  patents*  ccj^yrights*  trademarks*  or  any  other 

12  evidences  of  protection  or  exclusivity  as  to  any  products  or 

13  inventions  issued  under  tnt;  laws  of  the  United  States  or  any 

14  state  or  nation; 

15  (8)   invest  any  funds  not  needed  for  imonediate   uso   or 

16  disbursement   in   investments  permisi.ible  for  funds  from  the 

17  state   pooled   investment   fund   under   the   provisions    of 

18  17-6-211; 

19  (9)   mike   and   enter   into   contracts   and   agreements 

20  necessary  or  incidental  to  the  performance  of  its  cuties  and 

21  the  execution  of  its  powerb; 

^2^  (10)  employ  assistants*  agents*  and  other  oinployees   as 

23  may    be    necessary   to   carry   out   the   purposes   of   the 

24  corporation; 

25  (11)  consent    to    ury    termination*     modification* 
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1  forjivenesst  or  ether  chan.,'e  of  any  term  of  any   contractual 

2  rightt   payinent*  royaltyt  cootractr  or  agreeniert  of  any  kind 

3  to  which  the  corporation  i  ;j  d  party; 

4  (l^)  borrow   irorey   ano   issue   secured   and   unsecured 

5  evidence  of  indebtedness  for  a  corporate  purpose  or  funu  end 

6  refund*   pay*  or  discharcje  outstanding  obligations  and  enter 

7  into  agreerrv^nts  anc  contracts  concerning  these   obligations; 

8  '        (13)  acquire*  held*  and  dispose  of  stocks*  irenLershi  ps? 

9  contracts*   bonds*  or  oth*..'r  interests  in  another  corporation 

10  or  Icyal   entity   and   exercise   the   powers   or   rights   in 

11  connection    .^ith   thesb   interests   that   are   provider   in 

12  contracts  or  agreenants  that  are  allowed  by   law   concerning 

13  the  satisfaction  of  oebts; 

14  (1^)  ir<ike  and  alter  by-laws*  consistent  with  this  L^^t] 

15  or  with  other  laws  of  thi^  state*  for  the  adK i ri strat i on  and 

16  regulation  of  affairs  of  t^!e  corporation; 

17  (15)  oo   what   is   necessary   to   carry   cut  the  powers 
la  granted  by  tfiis  [act]  or  ocher  laws  of   this   state   or   the 

19  laws  or  regulations  of  th-;  federal  government. 

20  Section  lA.   Applications    for    financial    aid.   (1) 

21  Applications  for  fin.mcial  assistance-  must  be   made   through 

22  the   executive   director   cf   the  corporation.  The  executive 
2i  director  shall  forward  eacti  application  to  the  staff  of   the 

24  corporation   for   an  investigation  and  report  concernin*^  the 

25  advisability  of  approving  tne  proposed  financial  aid. 
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1  {?.)      Thv     i  nvest  i 'jat  i  on    -:!nd    report   must    include    fiUt      are 

2  not    liirited   to    facts,    concerning    the    fol1owin<j: 

3  (a)      the    history    of    tr.c    applic.int;  ,    r 

4  (b)      the    stanaard    of      aqes    paid    by    the    applicant; 

5  (c)       tht       job      opport-jn  i  t  i  tiS    tiic^t   would    result    frc  i    the 

6  development    ^f    the    ^j}..pl  i  c   n  t*  s    product   or    invention; 

7  ,   (d)       the    stdoility    of    ciri,jl  oyinent    that    >4culd    result    frcin 

8  development    i>f    tho    .-';jpl  i  c    nt*  s    product   or     invention; 

9  (fc  )       the    pa;it    jiid   present    financial       condition      of       the 

10  applicant;  . ,,                                                    ,. 

11  •       (f )       tha      present      anJ       future    aarkets    and    prospects    cf 

12  the    product    cr     invention; 

13  (y)      the    intai^rity    or     the    nana^j^^ment    of    the    appl  i  cjnt*  s 

14  business    as    i-el  1     as    the    f.;;  s  i 'j  i  1  i  ty    of    the    propost:o      product 

15  or    i  nv'ent  i  on ;  > 

16  ;      <h)      xne      env  i  ronjTtin'.  J 1       pollution    that     nay    result    froiii 

17  the    o^ivelopctent    of    the    pr^Juct    or     invention; 

18  (i)       whtther    tfu;    pro^jct    or    invention      would      je      labor 

19  int<5nbive    or    capital     intensive;    anC 

20  (j)      whether      the      proJuct      or       invention*       if    air<eted 

21  cofTinierc  i  al  1  y »       would      be       in       direct      competition       «ith         an 

22  existing   Du-.iness    operatinj    in    this    state. 

23  (3)       After      cons i der  . t i on      of      the    report    and   any    other 

24  action    ccnsi^'ereo    a^j  rojjri  .to*    the    ooard      shall       approv;;      or 

25  aeny       the        )f;,.  1  i  c^it  ion.  I  hi:       af.pl  icant       shall       oe    pro.nptly 
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1  notified    of    the    board's    c^^<  isicn. 
^  (A)      Thf    corporation    -.ndll       -renter       into      ventures      that 

3  vv  i  1  1       ri.'t-jrri      adequate      t  !<.-i'-^       to      allCvi       tht    corporation    to 

^  con^inut*    to    c-p.rot*     witncut    .idd  i  t  i  ooi^  1    ..upropr  i  at  i  ens    oayond 

5  these    conte'rpl  ate;J    •)•/    [ScT-ticn    liij-. 

6  Section    15.      Apprc-^r  i  it  i  on.    (1)     There       is      appropriated 

7  to  the  CL>rporction  frcti!  t;)e  income  enc  interest  of  trit  coal 
H  tax  trust  funcJ  created  uy  rticle  IX»  'oection  5»  of  the 
9  Kontana    con--t  i  tut  i  on    s.^    niilior    for    the    cienniuii   enciinc    Juno 

10  30,     1961.       :.'       ■•   .     ,:,.  ^T-  .  '    -i  .V 

11  (2)       Tile      money    dpj>r  -  ur  i  atec    to    th?    ccrporaticn    by    this 

12  section    is    to    be    useo    by     .nf    t^card    fcr      purposes      authorized 

13  by    this    [-jctj.  -i^  ! 

1#  (3)       Ton         perct-.nt         of         all       irorey       receiveo      oy      the 

15  corporation    as    a      r.iiult      of      venture       agreenierts      sh^ll       be 

16  returned  to  tne  state  cenr.ral  furd  until  the  ccrpor>iticn  has 
17'  paid    oack    tht    amount    ap^rj^riatec    to    it    by    this    section. 

18  (^)       After    all    noney    i^jjropr  i  c;tt  d    to    the    corpcraci.in    cy 

19  this      section      has      ceeri    returned    to    the    stattj    genferal     funOt 

20  all  rrorey  received  by  the  corporation  nray  oe  used  fcr 
21'  purposes    aur.horizeo    c  y   this    [act].  ' 

2^  (b)       fl      similar      a.^ijropr  i  at  ion       frojr      the       interest    and 

21  incofrc  of  tn*  co^l  t<:x  tr Ji  t  fund  nay  be  ccnsicerod  for  the 
Zh  next  four  fci-fmiuins.  .-e.jut.sts  for  uiditional  appropriations 
2ti  In      excess    of    12    inillion    tor    the    next    four    oienniuirs    may    not 
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1  he   made    by    the    corpor  at  i  oi». 

?.  Section    16«      Powers      lo      be       interpreted      bro-;dly«       Ths 

3  powers    enuirerated    in    this    ;^  ac  t  ]    shall    b3    interpreted    croadly 

4  to    effectuate    the   purposfcc    <jf    the    corporation    and    iray    not    be 

5  construed    as    a    limitotian    of    pcwi, rs« 

6  Section    17.       Sever dO i 1 i t y.       If       a      part       of    this    act     is 

7  invalidt  all  Vtili.i  parts  ti-it  are  severable  from  the  invelio 
3  pirt  rf^main  in  effect.  If  ;  j...^rt  of  this  act  is  invaliJ  in 
9  one      or    mor*.;    of     its    uppl  i>:  .t  i  ons»    th-;    part    remains    in    effect 

10  in    all       valio       appl  i  cat  i  c;v.       that      are      severable       fro.x      the 

11  invalid    appl i cbt ions. 

12  Section    12.      Cod  i  f  i  c.i  t  i  on.       Tha    code    conr.mi  ss  i  oner    shall 

13  codify    [s-tctions    4    and    5    ji    this    act]     in       Title       2«       chapter 

14  Ibf    part    10,    f4CA. 

-fcnd- 
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BILL  III 


1  hILL  NO. 

2  INTRODUCED  5Y  


J 

4  A  BILL  FOR  A.m  ACT  tNTITLEJ:   "AN  ACT  TO  CREATE   THE   ^ONFANA 

*>  HOMESTEAD   LAND   PROGRAM   FOR   THE   PURPOSE   OF  ACi^JISI  TIONt 

6  LEASE*   AND   EVENTUAL   SALS    OF    AGRICULTURAL    LAND,    TO 

7  APPROPRIATE   FUNDS   FOR   IHt   EXPENSES   OF   THE  PROGRAM;  AND 
0  AMENDING  SECTION  77-1-20^,  MCA." 

9 

10  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  .MONTANA: 

11  NEW  SECHgf^^   Section  i.   This  [act]  may   be   cited   as 

12  the  "Montana  Homestead  Land  Act". 

13  NEW  SECTION^   Section  2.   Legislative    findings.    The 

14  legislature   finds   that   the   rapidly   increasing  cost   of 

15  agricultural  land  is  prev?;nting  rr.any  hontanans  from  oecoming 

16  farmers   and  ranchers.  In  consequenc*?  ♦  Montana's  farmland  is 

17  beintj  purchased  Dy  corporations  and   foreign   investors   and 

18  Montana's   farmers   and   ranchers  art  rapidly  becoming  hired 

19  hands.   Recognizing   the   value   of   family   farms   to    the 

20  economic*  social*  and  political  well-being  of  the  state*  the 

21  legislature   hereby   estaolishes   a   program  for  the  st-jte»s 

22  acquisition  of  agr ico 1 turol  land  and  its  lease  and   eventual 

23  sale   to   eligible   Montana   citizens.   In   the   belief  that 

24  increasing  the  economic  opportunities  available  to  Montanans 

25  and  preserving  the  family   farm  are      public   purposes*   the 
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1  legislature    proposes   to   fund   this   program   by   general 

2  oblicjdtion  uondst  backed  by  income  from   the   constitutional 

3  coal  tax  trust  fund* 

4  i'ifcW  SfcCrigNff   Section  3,   Definitions*   (1)   As  used  in 

5  this  [actjt  the  followin<,  definitions  apply: 

6  (a)   "Agricultural  land"  ireans  land  actively  devoted  to 
t  agricultural  use  as  uefinao  in  15-7-202* 

8  (b)   "board"  mfeans   the   board   of   land   commissioners 

9  established  in  Article  Xt  section  4t  of  the  Montana 
10  constitution*  which  server  as  the  Hontana  honestead  board 
il  for  the  purposes  of  this  [act]*       ;  ;  .* 

12  (c)   "Conveyance"   uieuns   an   instrument   in  writing  by 

Ijl  which  any  estate  or  interest  in  real   property   is   created* 

14  alienated*  mortgaged*  or  encumbered  or  by  which  the  title  to 

15  real   property  may  oe  affected*  except  wills  and  conveyances 

16  ordered  b/  the  court  in  constructive  or  resulting  trusts. 

IT  (d)   "L>epartajent"  means  the  department  of  state   lands* 

Id  (o)   "Homestead   land"  means  land  acquired  by  the  board 

19  under  the  provisions  of  this  t^ctj.  v 

20  (f)   "Owner"  (oeans  any  individual*   partnership*   joint 

21  venture*   association*   or   corporation   owning  agricultural 

22  land.  '  '"' ' 

23  (2)   References  throughout   this   (act)   to   the   board 

24  apply   only  to  the  board  of  land  commissioners  acting  in  its 

25  capacity   as   the   .Scntano   homesteao    board*     References 

-2- 


LC  ooa*i/oi 


1  throughout   this  [act]  to  the  Doard's  propertyt  revenutst  or 

it.  assets   apply   only   to  property*   revenues*    and    assets 

3  generated   by   the  Montana  homestead  program*  not  those  owed 

4  or  Cjenerated  by  any  other  uro<jrani  cr  property  over  which  the 
b  board  of  land   commtssion'sr s   exercises   general   autnority* 

6  direction*  and  control* 

7  Section  4.   Section   77-1-202*  MCA*  is  amended  to  reao: 

8  '•77-1-202.   Pouers  and  duties  of  board*  iXX      The   board 

9  shall   exercise   general   authority*   direction*  and  control 

10  over  the  care*  manage.nent*  and  disposition   of   state   lanos 

11  and*   subject   to   the   investment  authority  of  the  board  of 

12  investments*  the  funds  arising  from  the  leasing*  use*   sale* 

13  and  disposition  of  those  lands  or  otherwise  coming  under  its 

14  administration*  In  the  exercise  of  these  powers*  the  guiding 

15  rule  and  principle  is  that  these  lands  and  funds  are  held  in 

16  trust  for  the  support  of  education  and  for  the  attainment  of 

17  other  worthy  objects  helpful  to  the  well-being  of  the  people 

18  of   this   state*   The   board   shall  administer  this  trust  to 

19  secure  the  largest   treasure   of   legitimate   and   reasonable 

20  advantage  to  the  state* 

21  x^j Iha. tiflaoi soail alsfi %&L±& as jttifi — dcntdoa 

22  homestead  board*  whose  ^q^^rs. are   enym^rgt^d in [  sect  ion 

23  ^Om." 

24  NEW  SfcCTILiN*   Section  5*   Homestead   board   —   general 

25  powers*  The  board  may: 
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1  (1)   retain  professional  consultants  and  advisors; 

2  r     (2)   rely   on   the  <i4spartment»  s   staff   in   its   daily 

3  functions. 

4  (3)      adopt    rules    governing    its   procedures; 

5  (4)      purchase      agricultural       land      and    related   real    and 

6  personal    property   under    tna    previsions   of    [section   9j; 

7  (^)      tipon      authorization      of      an      affirmative      vote      of 

8  two-thirds      of      the   members    of   each   house   of    the    legislature 

9  or   of    a   majcrity   of    the   electors   voting   thereon»    issue    bonds 

10  necessary    to   provide    funds    for    i rr.pl ernenting   this    [act]; 

11  .  {6)      accept    applications    from  those      wishing      to      lease 

to  b-sf.od  i*?--  f         ff 

12  homestead  lands;  * 

13  (7)   evaluate  applicants  and  award  lease  agreements  to 
14v  qualified  lessees; 

15  ,  (8)   sell  homestead  lands  as  provided   in   this   [act]; 

16  and  * 

17  (9)   invest  an/  funds  generated  by  sale  of  bonds  in  the 

18  permissible  investments  outlined  in  17-6-211  until  such  time 

19  as   the   funds  are   needed  for  land  acquisition  or  any  of  the 

20  board's  other  functions. 

21  f^^W  SECTION*   Section  6.   Offer   of    sale    to   board 

22  required  for  land  selling  for  $2  million  or  more.  (1)  before 

23  conveying   in  any  single  conveyance  any  agricultural  land  in 

24  hontanat   including   related   real   or   personal    property* 

25  offeree   for  iZ      million  or  more*  the  owner  shall  offer  the 
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1  land  to  the  board  for  the  sanie  price  at  which  the  owner   has 

2  signed  a  contract  for  Sci1u« 

3  (2)  whenever  tne  owner  of  record  signs  a  contract  to 
^  sell  agricultural  land*  including  related  real  or  personal 
•>  property*   offered   for  ifZ    million  or  moret  he  shall  file  a 

6  homestead  land  form  with  the  board* 

7  (3)   The  board  shall: 

8  (a)   require  such  information  on  the   form   as   it   may 

9  prescribe;  and 

10  (b)   provide   an  adequate  supply  of  these  forms  to  each 

11  county  clerk  and  recorder  in  the  state* 

12  (4)   No  conveyance  in/olving  a'jr  icul  tural  land   suoject 

13  to  tnis   t'^ct]  is  effective  until  60  days  after  the  ocard's 

14  receipt  of  the  homestead  land  for;n  offering  the  land* 

15  (5)   Separate   conve/ances   designed    to   evade    the 

16  provisions   of  this  section  are  ineffective  unless  the  board 
IT  has  been  offered  an  opportunity  to  pjurchase  the  land* 

Itt  N&»i  SELTlQNt   Section  7.   Criteria   for    purchase    of 

19  land*   (1)   Upon  receipt  of  a  homestead  land  formt  the  ooard 

20  may  within  60  days  purchase  the  land  at  the   same   price   at 

21  which  the  owner  is  prepared  to  si jn  a  contract*  provided  the 
ZZ  following  conditions  are  satisfied: 

23  (a)   Tne  land  has  been  appraised  by  the  department* 

24  (b)   The   land   constitutes  an  agricultural  unit  or  can 

25  be  divided  into  agricultur  il  units  capable  of  supportinv^   an 
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,,  I,  individual  or  fasjilyi.             .,  ,  • /,  :. 

2  (c)   The  board  determines  that  any  selling  price  higher 

$  than   the  appraised  value  as  determined  by  the  aepartment  is 

4, ,  based  on  a  bona  fide  offer  from  a  third  party  and  the   offer 

5  represents  true  market  value*   ,  ,, 

6  (d)   In   the   board*s  estimation*  sufficient  applicants 

7  exist  to  ledse  the  land  within  1  year. 

8  .  (e)   Purchase  of   the   lanos   will   not   increase   the 

9  board's  inoebtedness  beyonj  $200  million* 

,1Q  ^  .   ^    [^)      Nothing   in   this   section   requires   the  board  to 

11  purchase  any  aor {cultural  land* 

12  f^fctjl  .SECTION*   S*^ction  6*   Voluntary  sales*  Any  owner  of 
11,.  a9ricultural  land  may  offer  his  land   to   tne   board   before 

14  another   private   offer   has   been   received*   The  bo.ird  may 

15  purchase  the  land  provided  the  criteria  listed   In   [section 
1«6  7  1  have  been  satisfieo*             .  r  ^       ,  ,  ,„- 

It  iSfc"!  S£i.TiaN*   Section  9.   Purchase   of  land  and  related 

18  pronerty*  (I)  Whenever  th^i  board  decides  to  purchase  offered 

|t  land  and  related  improvements »  it  shall  adopt   a   resolution 

20  containing   a  legal  description  cf  the  land  to  be  purchased? 

t%  the  sales  price*  and  the  terms  of  the  sale*   .. 

22  (2)   Thfc;  board  may*  at  the  option  of  the   seller*   give 

23  consideration  to  the  sel  U-r  for  the  purchase  price  in  any  of 

24  the  following  ways:  ' 

25  (a)   periodic  pc.yir.ents  of  cash;     >  ,     >  •  v  .  =  -♦;* 
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1  (b)      ass  icjorrents      of      bonds    or    securities    issued   by   the 

2  board:    or 

3  (c)   casn  payments  of  tne  full  amount  of   the  purcnase 

4  price* 

5  (3)   Land   purchased   according   to   the   provisions  of 

6  [sections  8  anc  9j  snail  Qc-  known  as  hoiAe stead  land* 

7  NgU  SECTIQNt   Section  10.   Preparing  homestead  land  fcr 

8  leasing*  The   board   snail   lease   all   homestead   lanas   in 

9  agricultural   units   capaole   of  supporting  an  individual  or 

10  family*  In  determining  uhi^ther  individual   purchases   should 

11  be   divided   to   secure   such   unitst   the  board  may  request 

12  advice  from   the   departrrtnt   or   other   state   and   federal 

13  agencies*   The  board  shall  assist  the  lessee  in  constructing 
1^  any  capital  i mprovetnents   necessary   or   desirable   for   the 

15  efficient  development  or  use  of  homestead  land* 

16  N&M  SECTIGist*   Section  11*   Determining   the  lessor*  (1) 

17  The  board  shall  offer  honivstead  land  for  lease  to   qualified 

18  Montana  citizens* 

19  (2)   The   boaro  shall  by  rule  establish  a  procsdure  for 

20  soliciting  ana      evaluating   applications    from    qualified 

21  Hontana  citizens  to  lease  the  land* 

2Z  (3)   In   evaluating   the   appl icat i onst  the  ooard  shall 

23  consider: 

2^  (a)   the   applicant's   training    and    experience    in 

2S  agriculture; 
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%  (b)       tie      app1icant*s      prospects      for      succeeding    in    an 

2  agricultural    operation    on   tne    hoiTiestead    land    to      be      leased; 

3  (c)      tne    applicant's    ijttempts    to    secure   or    prospects    of 

4  securing   other    types    of   financing; 

5  (d)      the   appl  ican|c'*j5  net   worth   and   p^Tidr    year's    income; 

6  and 

T  <e)   any  other  factors  it.  may  prescribe. 

8  (4)   The  board  shall  select  the  best  qualified  and  most 

9  deserving  applicant  from  among  those  applying  for  each  unit* 
10  Howevert  the  board  is  not  required  to  lease  the  land  to  any 
li  applicant  ano  may  solicit  further  applications* 

12  NEW  SECTION*   Section  12*   Qualifications   of    lessee* 

13  (1)   To   be   eligible   to  lease  homestead  landf  an  applicant 

14  must  reside  in  the  state  at   the  time   of   application   and 

15  declare   his   intention  to  maintain  his  residence  in  rtontana 
It  during  the  lease* 

17  (2)   Applications   may   be   submitted   by   individuals* 

18  partnerships*   associations*   or  joint  ventures*  All  persons 

19  involved  in  the  application  must  meet   the   requirements   of 

20  subsection   (1)*   Corporations*   as  defined  in  35-1-102*  may 

21  not  apply* 

22  -jEH  SLCTIO.N*   Section  13.   Lease     —      terms 

23  conditions*  (1)  The  board  ihall  enter  into  a  lease  agroeraent 

24  with   the   best  qualifiiiU  and  roost  deserving  applicant  for  a 

25  period  not  to  txceeo  7    ye^rs* 


i,.  >  *  1 1"'  L~. 
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1  (2)   The  lease  agree.nent  shall  provide  that: 

2  (a)   the  lessee  will  mdk<3  semiannucjl  lease  payments   in 

3  an   iiflount   sufficient  to  pay  the  costs  of  the  debt  incurred 

4  by  the  state  in  acquiring  the  homestead  land*  The  board   .nay 

5  reduce   the   lease   payiiifnt   in  cases  of  financial  hardship* 

6  provided  the  lessee  agree'j  to  pay  a  hicher  lease  payment   in 

7  later  years  to  compensate  for  the  loss* 

8  (b)   no   lessee   may  sublet  or  assign  the  lease  without 

9  obtaining  the  written  consent  of  the  board; 

10  (c)   a  lessee  may  not  encumber  homestead   land   in   any 

11  way  during  the  period  of  o    lease; 

12  (d)   the  lessee  must  Jevote  the  majority  of  his  tiiae  to 

13  the  active  iaanagement  of  homestead  land  and  agree  to  use  the 

14  land   for  agricultural  purposes*  as  defined  in  15-7-202;  and 

15  (e)   the  uoard  ^t^s  a  lien  on  all  unharvested   crops   on 

16  the  leased  land  as  securicy  for  1  sasc  payments  and  (noney  due 

17  local  taxing  jur  i  sdict  ion;i  • 

13  NEW  SECJIQNt   Section  14*   Payment    of   sum   equal   to 

19  taxes*  each  lessee  shall  j^ay  to  the  local   taxing   districts 

20  in   which   the   leased   homestead   land  is  located  an  ciuiount 

21  equal  to  the  sum  of  all  re^.  1  property  taxes  and  other   taxes 
ZZ  and   assessments  that  would  hav"  been  levied  on  the  property 

23  if  it  wera  owned  by  the  K-ssee*  If  for  any  reason   a   parcel 

24  of  land  is  not  subject  to  <i  lease  ajreementt  the  board  shall 

25  pay  the  required  sum  to  tiie  local  tax  in  j  districts* 
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X  MEU  SECTION*   iecttori  1^»   Improvements  on  leased  land* 

2  Ourinc)  the  term  of  tne  lease?  the  lessee  may?  subject  to  the 

3  approval  of  the  board?  maKe  improvements  on  leased  hosnestead 

4  land.   The   iaiprovements  shall  be  financed  by  the  lessee  and 

5  shall  tiii   his  property*  If    the  lease  terflii  nates   without   the 

6  lessee   purchasing   the   homestead   land?   the   board   shall 

7  reiinLurse   the   lessee   for   the   appraised   value  of    the 

8  improvements?  as  determined  by  three  independent  appraisers* 

9  £i£M_i£LIiDlia   :>ectioa  16.   Cancellation   of   lease*  (1) 

10  The  board  may  cancel  a  lease  at  any  time  if  the  lessee: 

11  (a)   is  in  default  on  lease  payments; 

12  (b)   has  failed  to  pay  a  local  taxing  district  the   sum 

13  due  under  [section  14]: 

14  (c)   has  not  maint'jiiied  his  residence  in  the  state; 

15  (d)   has    used    any    portion    of    the    land    for 

16  nonagr  icul  tural  purposes  a^ithout  written  permission  from  the 

17  board; 

18  (e)   has  failea  to  cultivate   the   land   in   accordance 

19  with   yenerally  accepted  at,r icultural  practices  in  that  area 

20  or  a  practice  developed  for  that  area  under   supervision   of 

21  any  governmental  aijr  i  cul  tural  service  agency;  or 

II  (f)   has   otherwise  violated  or  failed  to  perform  the 

23  terms  of  the  lease  aqreemsnt* 

24  (2)   if  the  lessee  rafuses  to  vacate  the  land  v»itbin  60 
2i>  days  after  the  lease  has  oetin   cancelled?   the   board   shall 
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1  apply   for  relief  to  the  district  court  in  which  the  land  is 

2  situ^tad* 

3  iN^W  SC-CTIGNt   Stjction  17.   Procedure   for   cancellation 

4  of   leases*   (l>  If  the  board  proposes  to  cancel  a  lease*  it 
3  shal 1 : 

6  (a)   send  written   notice   by   certified   mail   to   the 

7  lessee   that   the   lease  aIW    terminate  on  a  specified  '.iate« 

8  not  less  than  30  days  after  the  date  on  which  the  notice   is 

9  sent*   unless   the  lessee  complies  with  subsection  (l)(c)  of 

10  thi  s  section; 

11  (b)   set  out  in  writing  the  reasons   for   the  proposed 

12  cancellation   of   the   lease   and  the  provision  of  law  under 

13  which  the  termination  is  authorized; 

lA  (c)   set  out  in  the  notice  the  steps  that  may  oe   taken 

15  by   the   lessee   to   reuieay  the  situation  giving  rise  to  the 

16  possible  termination  of  toe  lease* 

17  (Z)   If  the  lessee   fails   to   coir.pl  y   with   subsection 

18  (l)(c)  within  30  days  aft^r  receipt  of  notice  or  such  period 

19  as   the   bojrd   prefer ibes*   the  ooar d  ihall  seno  the  lessee 

20  written  notification  by  certified  mail  of   the   cancellation 

21  of  the  lease* 

ZZ  NEW  SECTION*   Section  13*   Application   for  court  order 

23  to  preserve  or  protect  land*  (1)  The  board  may   authorize   a 

2A  person*   under   authority  of  an  order  of  the  district  court* 

25  to  enter  upon  the  land  -jnj  perform  such  acts  as  are  set   out 
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1  in  the  order  if: 

2  (a)  thki    lessee  has  abaridcned  the  lana;  or 

3  (b)   the   lessee  die^  and?  in  the  opinion  of  the  boardt 

4  adequate   arrangements   hav*?   not   been   made   for    actions 

5  consistent   with  ncrnial  agricultural  procedures  necessary  to 

6  preserve  or  protect  the  crops  growincj  upon  the  lana* 

T  i'^)      The  court  order  luay  authorize  the   board  to   sell 

ti  any   crop  urown  or  harvested  under  this  section  to  reimburse 

1>  itself  for   any   debt   due   the   board   by   the   lessee   and 

10  authorize   any   costs   incurred   oy   the   board   in  growing* 

11  harvesting^  or  selling  the  crops  to  be  recovered  as   a   debt 

12  due  the  board  from  the  1es:>ee  or*  if  the  lessee  is  deceased* 
11  from  his  estate*  The  Dal^nce*  if  any*  shall  be  paid  to  the 
|4  lessee  or  his  estate* 

15  t.itti    ^fcCTJQNy   Section  19,   Death   of   lessee.   A   lease 

16  terminates   30   days   after   the   death  of  a  lessee  if  death 

17  occurs  during  the  month  of  January*  February*  or  Dece<»ber  or 
1ft  on  December  31  of  the  ye^r  of   the   lessee's   death   if   the 

19  event  occurs  on  or  after  riarch  1  but  before  Oeceiriber  !• 

20  (i£M_i£iJ[liliU   Section  ^0«   Lease    to   relative.   If   a 

21  lessee  has  expressed  an  intention  in  writing   before   death: 

22  (1)   that   the   spouse   continue   fariring  the  land*  the 

23  Doard  shall  upon  application   enter   into   an   agreement   to 

24  lease   the   land  to  the  spouse  for  the  duration  of  the  lease 

25  period;  or 
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1  (2)   that  a  lineal  d<»scendant  or  the  spouse  of  a  lineal 

2  descendant  continue  farming  the  land?  the  board   shall   upon 

3  application   enter   into   an   agreement  to  lease  the  land  to 

4  such  person  if  the  person  jueets  the  requirements  of  i_  section 

5  12];  or 

6  (3)   that  the  land  be  leased  to  a  specified  persont  the 

7  board  shall  c.ive  such  person  priority  to  enter  into  a   lease 

8  agreement    for    the    land   if   the   applicant   meets   the 

9  requirements  of  [section  12 ]• 

10  ,iBW   SECTlOi^^   Section  21.   Termination     of      lease. 

11  Whenever   Lho   board   receives   written  notice  from  a  lessee 

12  indicating  his  intention  of  terminating  the  leaset  it   shall 

13  send  written  notice  by  certified  mail  to  the  lessee  that  the 

14  lease   will   terminate  on    a    specified  aete  not  less  than  30 

15  days  .jftt-r  the  date  on  whicii  the  notice  is  sent. 

16  H^'ii    SECTjOAj,   Section  22.   Renewal     of     lease 

17  prohibition.   (1)  If  at  t;te  end  of  a  7-/ear  lease  the  lessee 

18  has  not  entered  into  an  o-jreement  with  the  board  to  purchase 

19  the  landff  the  board  may  not  renew  th;?  lease  but   shall   take 

20  applications  for  a  iiew  leasee  for  the  property. 

21  (2)   Homestead   land  r.iay  not  be  leased  for  irore  thdn  15 
2Z  years  after  i cs  initial  purchase  under  [section   9J.   if   at 

23  the   end  of  this  period  a  lessee  of  the  land  has  not  entered 

24  into  an  agreement  to  purchc^se   the   1  andt   the   board   Jhal  I 

25  offer  it  for  sale  to  anyo^ic  wishing  to  purcnase.  In  saltJi>  to 
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I  nonlessecsy  the  boara    may  fie<30tiate  a  sales  price  reflecting 

c  the   waluvi   of  che  lane  as  procuctive  agricultural  lana  only 

J  but  sufficient  to  repay   the   oebt   the   beard   incurred   in 

^  purchasing  the  land* 

5  ^^'^    S£CY1UN»   Section  ^J.   Sale   of   leased  land.  (1)  A 

6  lessee  may  apply  to  purcnjse  hcmesteau   land   after   he   has 

7  leased  the  lano  for  ^  or  .iiore  years. 

^  (2)   Tne   ooard  shall  sell  hoirestead  land  to  any  lessee 

9  Vkhc  has  prck^en  his  cCility   to   use   the   agricultural   land 

10  productively  and  wisely. 

11  (3)   Any   conveyance   of  hoirestead  land  shall  contain  a 

12  covenant  running  with   tht   lara   that   the   lano   shall   be 

13  forever   useo   for   agricultural   purposes*   as   defined   in 

14  lf>-7-202. 

15  (4)   Leased  lane  shall  be  scld  at  the   price   at   which 

16  the  board  originally  purchased  the  land  uncer  the  provisions 

17  of  (section  9J  plus  such  additional  costs  of  financing 
IS  incurred  by  the  board. 

19  (5)   Lease  payments  in  excess  of  the  amount   needed   to 

ZO  pay   the  interest  on  the  indebtedness  incurred  in  purchasing 

21  the  land  must  be  crediteo  tov^ard  the  sales  price  of  tne  land 

22  should  tha  lessee  purchase  the  lano  from  the  ooard. 

23  (6)  The  purchase  acjrteir.ert  .nust  require  the  purchaser 
2^  to  pay  the  entire  purchase  price  for  the  lant  to  the  board 
25  Kithin  o  montns  after  signing  the  agreement. 
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1  (7)   Lessees   may   apply   to   the   board   for  a  loan  to 

2  finance  the  purchase  of  the  land* 

3  •'JEW  SECritJN*   Section  Z^»      Loan  program*    (1)  The   board 

4  may   establish  a  loan  pro-,rdmf  funded  by  the  sale  of  gen-aral 

5  obligation  bonds v  to  enable  lessees   to   purchase   homestead 

6  land* 

7  (2)      A      loan  agreement   iTiUSt   provide    for    full    payment    of 

8  principal    and    interest   on   the    hoinestead    land    loan   within      60 

9  years* 

10  (3)   The   board   shall   specify   in   the   agreement  the 

11  reasonable  rate  of  interest  it  considers  necessary. 

12  (4)   Loans  made  by  the  board  must   be   secured   by   any 

13  liens  or  collateral  the  board  considers  necessary* 

14  NEW  SfcCTrON*   Section  25*   Issue   of  general  ooligaticn 

15  bonds  —  creoit  of  the  state  plecged*  (1)  hhen  authorized  by 

16  an  affirmative  vote  of  twu-thirds  of   the   members   of   each 

17  house   of   the   legislature  or  of  a  majority  of  the  electors 

18  voting  thereon*  the  board  may  by  resolution  issue   bonds   of 

19  the   state   of   Montane*   in  a  principal  amount  it  determines 

20  necessary  to  provide  sufficient  funds  for  achieving   any   of 

21  the  purposes  of  the  hontcnri  homestead  program»  includin'j  the 

22  payment   of   interest  on  :>onds»  establishment  of  reserves  to 

23  secure  the  bcnost  and  all  > ther  expenditures   of   the   board 

24  incident  to  the  program* 

25  (2)      Each   issue   of   its  bonds  is  an  obligation  of  the 
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I  Doard   paydDle   out   of  nn^      revenuesv   assets*   or    money 

i.  generated  oy  the  Montana  noinestead  proqram«   The  board  shall 

3  manatjet  to  the  best  of  its  uoility*  its  lease  agreements  and 

4  sales   so  that  the  bonds  dr»i  repaid  by  the  revenue  generated 

5  by    the    program.     riowever»    tne    legislature    hereby 

6  continuously   appropriates   from   the   interest   and   income 

7  produc(:d  by    the   coal  tax  trust  fund  established   in   section 

8  3«  article  .IX«  of  the  Montana  constitution  such  funds  as  ffiay 

9  be   necessary   to   maintain   the  capital  reserve  account  for 

10  bonds  issued  d/  the  board  <jz       its   minimum   requirement*   In 

11  addition*  the  full  f  ii  i  th  ond   credit  and  taxing  powers  of  the 

12  state   are   pledged   for   the  payment  of  bonds  issued  by  the 

13  board  under  the  provisions  of  this  [act]. 

14  (3)   Tne  bonds  must  his    authorized  by  resolution  of   the 

» 

15  board   and  Dear  a  date  and  mature  at  tijaes  as  the  resolution 

16  provides*  A  bond  may  not  wuture  wore  than  60  years  from   the 

17  date   of   its  issue.  The  bonds  may  be  issued  as  serial  bonds 

18  payable  in  annual  instal  Imt^nts  or  as   term  bonds   or   as   a 

19  combination   thereof.   The  bonds  of  the  board  may  be  sold  at 

20  public  or  private  sale*  at  prices  determined  oy   the   board. 

21  (4)   Tne  resolution  shall  specify: 

2Z  (a)   the  rate  of  interest  of  the  bonds; 

23  (o)   the  denomination  of  the  bonds; 

24  (c)   whether  the  bon<is  shall  be  in  coupon  or  registered 
<25  forai  and  re<ji  strat  ion  privile'jes*  if  any; 
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1  (d)      the   Banner    and  place  of   execution; 

2  (e)      the   manner    and   place   and   iii«jdiuin    of   payment;    and 

3  (f)       the   terms   cf    reu.JWption» 

4  (5)      The      total      amount    of   bonds   outstanding   at   any   one 

5  time    may   not      exceed      SiJOO      million*      The      maximum      rate      of 

6  interest      on      bonds      issued      oy    the   board   may   not   exceed   the 

7  naximuai    rate   providrdro    in    ».7-5-101«    The   Donds    may    not   be    sold 

8  for    less    than    par. 

9  fyEU  SECTIUNt   Section  ^6«   Provisions  of       bond 

10  resolutions*  A  resolution  autncrizin^  any  bonds  or  any  issue 

11  thereof  may  contain  provisionst  whicti  shall  be  a  part  of  the 
IZ  contract  or  contracts  w  i  tii  che  holders  thereof?  as  to: 

13  (1)   pledging   all   or   any  part  of  the  revenues  or  the 

14  property  of  the  board  to  secure  the  payinent  of  the  bonus   or 

15  any   issue  thereoft   subjtiCt   to   existing   agreetrents  «ith 

16  bondholders; 

17  (2)   pledging  all  or  uny  part   of   the   assets   of   the 

18  boardf  incluoing  inortgages  and  obligations  securing  them»  to 

19  secure  the  payment  of  the  bonds; 

20  (3)   pledging    the    income    and   interest   from   the 

21  constitutional  coal  tax  trust  fund; 

iZ  (4)   pledging  the  full   faith   and   credit   and   taxing 

23  poMers   of  the  state  of  Montana  to  secure  the  payment  of  the 

24  bonds; 

25  (5)   specifying  the  u^e  and  disposition   of   the   yross 
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1  income   from   aortgayes   owned   by   the  board  and  payment  of 

2  principal  ot  iflortgajes  ow-ne<j  by  the  board; 

3  (6)   Che  setting  aside  of  reserves  of  sinkinc^  funds   in 
,♦  the   hands  of  trustetJSt  p^yinj  agents*  or  other  depositories 

^  and  the  regulation  iind   disposition  of  the  reserves; 
if  (7)   lifliiting  the  purpose  to  which  the  proceeds  of   the 

7  sale   of   the   bonds   nriay   oe   applied  and  the  pledge  of  the 

0  proceeds  to  secure  the  payment  of  the  bonds  or  of  any   issue 

^  thereof; 

^0.  _        (8)   liiFiting   the   issuance   of   additional  bondst  the 

11  ter;as  upon  which  additional  bonds  may  be  issued  and  secured* 

12  and  the  refunding  of  outstanding  bonds; 

|;3        C?)   specifying  the  procedure*  if   any*   by   which   the 

1^  terms   of   an/   contract   t'ith  bondholders  may  be  amended  or 

Jl,5  abrogateot  the  amount  of  bonds  the   holders   of   which   must 

16  consent  ther»;to»  and  the  .nanner  in  which  such  consent  may  be 

17  given; 

18  (iO)  limiting  the  amount  of  money  to  be  expended  by    the 

19  board  for  its  operating  expenses; 

ZQ,  (ll)  vesting  in  a  trustee  property*  rights*  powers*  and 

Zl  duties  in  trust  as  the  board  determines; 

22  (12)  defining   the   acts   or  failures  to  act  which  will 

23  constitute  a  default  in  tne  obligations  and   duties   of   the 

24  board   tc   the   hol«Jers   of   the  oonas  and  providing  for  the 

25  rights  ana    re.aedies  of  th.i  holders  of  the  bonds  in  tiie  event 
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1  of   such   default*   incluuing   as   a   iratter   of   right   the 

2  appointment,   of   a   receiver  (rights  and  remedies  snay  not  be 

3  inconsistent  with  the   laws   of   the   state   and   the   other 

4  provisions  of  this  [act]);  and 

5  (13)  specifyin^4   any  other  matters  of  like  or  different 

6  character  which  in  any  wa/  affect  the  security  or  protection 

7  of  the  holders  of  the  notes  or  bonds* 

8  NEW  ScCTigN^   StiCtion  ilT.   Validity  of  pledge.  A  pledge 

9  made  oy  the  board  is  val i 1  and  binding   from   the   time   the 

10  pledge   is   made*   The   revenues   or   property   pledged   and 

11  thereafter  received  by  the  board  are  immediately  suoject   to 

12  the  lien  of  the  pledge  without  an/  physical  delivery  thereof 

13  or   further   act*  an<i      tue   lien  cf  any  pledge  is  valid  and 

14  binding  against  all  parties  having  claims   of   any   kinJ   in 

15  tort*  contrjctt  or  otherwi'.>e  against  t^le  bcardt  irrespective 

16  of   whether   such   portieu  have    notice  thereof.  Neithur  the 

17  resolution  nor  any  oth^r  iiistrcnent  by   which   a   pledge   is 

18  created  need  be  recorded. 

19  I'JtfM  StiCTIL\>i.   Section  <db»      Personal     liability.    The 

20  board  n.en;bers   and   employees   of   the   departnrert  arc      not 

21  personally  liable  for  any  debt  incurred  by  the  board. 

22  NEW  SECTICNi,   Section  29,   Purchase     of     bonds 

23  cancellation.  The  board*  subject  to  existing  agreements  with 

24  bondholders*  may  out  of  any  funds  available  for  that  purpose 

25  purchase  bonds   of   the   .jojrd*   which   shall   ther'^^upon   be 
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1  cancelledf  at  a  price  not  exceeding: 

2  (I)   the  current  redemption  price  plus  accrued  interest 

3  to   the   next  interest  payiiient  thereon  if  the  bonds  are  then 

4  redeemable;  or 

5  12.)      the  redemption  price  applicable  on  the  first   date 

6  after   purch<jse   upoo   ^hicn   the   bond&   become   subject  to 

7  redempticov  plus  accrued  interest  to  that  data  if  the   uonds 
9  are  not  then  redeemable* 

9  i\>EW  SECTIGNI^   iitiction  30.   Trust    indenture*    In   the 

10  discretion  of  the  board*  the  bunds  raay  be  secured  by  a  trust 

11  indenture  beti^een  the  board  and  a  corporate   trustee*   which 

12  may   be   a  trust  coiripany  or  bank  having  the  power  of  a  trust 

13  company  within  or  without  the  state*   A  trust  indenture   may 

14  contain   such   provisions   for   protecting  and  enforcint^  the 

15  rights  ana  renedies  of  th«  bondholders  as  are  reasonable  and 

16  proper  and  not  in   violation   of   law*   including  covenants 
IT  setting   forth   the   duties   of  the  board  in  relation  to  the 

18  exercise  of  its  powers  and  the  custody*   safeguarding*   and 

19  application   of   all  money*  The  board  nnay  provide  by  <i  trust 

20  indenture  for  the  payment  of  the  proceeds  of  the   bonds   and 

21  revenues  to  the  trustee  under  the  trust  indenture  of  another 

22  depository    and    for   the   method   of   disbursement*   with 

23  reasonable  safeguards   and   restrictions*   All   expenditures 

24  incurred  in  carrying  out  a  trust  indenture  may  be  treated  as 

Zb  part  of  the  operatiny  expenses  of  the  board* 
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1  MEW  Sc:f.T  ItJ.>J«   Section  31.   Negotiability     of    bonds* 

2  Bonds  issued  by  the  board  cire  negotiable   instrunents   under 

3  the   'Jniform  Looinicrcial  Cooe«  subject  only  to  the  provisions 

4  for  registration  of  oona&« 

5  NEW  SECTION.   :>ection  ii'.   Continuing  validity  of  board 

6  members  signatures*  If   any   board   member   whose   signature 

7  appears  on  bonds  or  coupons  ceases  to  bo  a  member  before  the 

8  delivery   of   the  bonds*  fi  i  s  signature  continues  to  be  valid 

9  and  sufficient  for  all  purposes. 

10  NEW  SFCTIQN,   Section  33.   Accounts  of  the   board.   (1) 

11  There   is   a   homestead   land  financing  account  in  the  bonds 

12  proceeds   and   insurance   clearance   fund   provided   for   in 

13  17-2-102.   All  funds  froir  the  proceeds  of  bonds  issued  under 

14  this   [act]*   fees   and   other   money  received  by  the  board* 

15  money  appropriated  by  the  legislature  for   the   use   of   the 

16  board  in  carrying  out  tdis  [act  J*  and  money  made  available 
IT  from  any  other  source  for  the  use  of  the  board  must  be 
16  deposited   in  the  homestead  land  financing  dccount  except  as 

19  otherwise   provided   by   law   and   except   as   necessary   to 

20  maintain   the   capital   reserve   and  revolving  accounts.  All 

21  funds  deposited  in  the  housing  finance  account  are 
ZZ  continuously   appropr  iat<id   to   and   ma/   be  expendeo  by  the 

23  board  for  the  purposes  authorized  in  this  [act  J. 

24  (2)   There  is  a  capital  reserve  account  in  the   sinking 

25  fund   provided   for  in  17-2-1G2.  The  capital  reserve  account 
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}  consists  of  trie  aygregate  of  money   retained   by   the   board 

i^  under   existing   agreements   with  boridholders  as  the  minimum 

3  reserve  requirement  descrioed  in  [section  31 j  for  each   bond 

4  issue  sold  oy  the  board* 

,b  (3>   T.iere  is  an  account  in  the  revolving  fund  provided 

6  for   in  l7-r-102«   Funas  appropriated  by  the  legislature  for 

7  use  of  the  board  in  ^aynient  of  expenses  incurred  in 
9  impleaenting  this  program  shall  be  transferred  to  the 
9  revolvincj  account*  Funds  wrxpended  by   the   board   fro.n   this 

19  account   shall  be  repaid  into  the  revolving  account  frow  the 

^4  fees  and  charges  collected  and  fron   other   money   available 

^2  for  such  repayment  in  accordance  with  this  [act]* 

l^,  .'JEW  SECTION*   Section  34*   Reserve       funds      and 

\if  appropriations*  (1>  The  boara  shall   pay   into  the   capital 

|,$  reserve  account: 

Ik  (a)   any   funds   appropriated  and  made  available  by  the 

\7  state  for  the  purpose  of  the  account; 

3^8  (b)   any  proceeos  of  the  sale  of  bonds   to   the   extent 

1.9  provided   in   the  resolutions  of  the  board  authorizing  their 

j2p  issuance  or  in  any  trust  indenture  securing  their  repayment; 

;i  and 

Zl  (c)   any  other  funds  v<hich   may   be   available   to   the 

23  board   for  the  purpos>^  of  the  account  from  any  other  source* 

?4  .-  (2)   All  funds  hela  in  the  capital  reserve  account  must 

25  be  used  solely  for  tiiy  ,>ayii!int  of   the   principal   of   bonds 

^Z2- 


I 


LC  00rJ2/01 


1  secured  in  whole  or  t n  part  b^    the  account  or  of  the  sinking 

I  fund   payments   with   rtSj^ect   tc  the  bondst  the  purchase  or 

3  redemption  ot  the  bonds»  tne   payment   of   interest   on   the 

4  bonds t   or  the  payment  of  ciny  redemption  premium  required  to 

5  be  paid  whenever  the  0on«jo  are  redeemed  prior   to   maturity. 

6  Funds   in  toe  account  mciy  not  be  withdrawn  at  any  time  in  an 

7  aoiount  whicn  reduces  the  amount  of  the  account  to  less   than 

8  the   sum  of  minimum  capital  reserve  requirements  established 

9  for  the  account*  excejjt  for   the   purpose   of   makin^j*   with 

10  respect  to  bonos  secured  in  wnole  or  in  part  by  the  account* 

11  payment*    when   due*   of   principal*   interest*   redemption 

12  premiums*  or  sinkinc,-  funa  payment  for  the  payment   of   which 

13  other  money  pledged  is  not  available.  Any  income  or  interest 

14  earned   by   or   incremental   to   the  capital  reserw^a  account 

15  because  of   its   investment   may   be   transferred   to   other 

16  accounts   of   the  board  to  the  extent  it  does  not  reduce  the 

17  amount  of  the  capital   resisrve   account   below   the   sum   of 
Its  miniirum  capital  reserve  requirements  for  the  account. 

19  (3)   The   board  may  iiot  issue  bonds  secured  in  whole  or 

20  in  part  by  the  capital   reserve   account   unless   the   board 

21  deposits   in   the   acccuni.*   from   the  proceeds  of  thc^  bonds 

22  issued  or  from  any  other  sources*  an    amount   not   less   than 

23  the  minimum  capital  reservi:,  requirement  for  these  bonds.  For 

24  the   purposes   of   this   :.ection*   the  term  "miniraum  capital 

25  reserve  requirement"  iuean:>t  as  of   any   particular   d^jte   of 
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1  coinputat  iont    an   <i<nfiounb   of   moneys   as   provided   in   the 

2  resolution  of  the  board  ajthorizing  the  Donds   or   indenture 

3  securing  t^.e  bond*  equol  to  not  iOore  than  the  greatest  of 
f^  the  respective  amounts  for  the  current  or  any  future  fiscal 
5^  year  of  the  board  of  annual  debt  service  on  the  bonds  of  the 

6  board  secured  in  whole  or  in  part  by  the  account*  The  annual 

7  aebt   service   for   any   fiscal   year  is  the  amount  of  money 

8  equal  to  the  aggrec^ate  of  all  interest  and  principal  payable 

9  on  the  bcnas  during   the   fiscal   year*   calculated   on   the 

10  assumption   that   all  thb  bonds  are  paid  at  maturity.  If  any 

> 

11  amount  of  tne  bonds  is  re.juired  to  oe  redeemed  on  an   earlier 

12  date  by  the  operation  of  <i   sinkin<j   fund*   that   amount   is 

13  considered   ^>ayable   on  tnose  bonds  curing  the  year  they  are 

14  to  be  redeemed  for  tne  purposes  of  this  calculation. 

15  (4)   In  computing  tn.-  amount   of   the   capital   reserve 

16  account*  securities  in  whicn  all  or  a  portion  of  the  account 

17  are  invested  shall  oe  valued  at  par  or*  if  purchased  at  less 

18  than  par*  at  th^iir  cost  to  the  board* 

19  iNfcW  ^t^C-TIUNy   Section  35,   Maintenance     of     capital 

20  reserve  account*  In  order  to  assure  the  maintenance   of   the 

21  capital   reserve   account*   the   governor   shall   infor.n  the 
24  director   of   the   department   of   administration   when   the 

23  account  falls  below  the  niinimuir  capital  reserve  requirement* 

24  The   director   shall   transfer   the  sum  necessary  to  restore 

25  this  mini  nun  from  an  earmarked   revenue   account   containing 
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1  income  from  the  const  ituti  ondil  coal  tax  trust  fund* 

2  NEM  SECTION*   Section  36.   Refunding    obligations    -^ 

3  sale*  Kefunoing  ool  legations  issued  as  provided   in  9U-6-I21 

4  may   be  sold  or  exchanged  for  outstanding  obligations  issued 

5  under  this   [act  J*   The   (proceeds   may   be   applied   to   the 

6  purchase*  reden.ption*  or  payment  of  outstanding  obligations* 

7  Pending   the   app licet  ion   of  the  proceeds  to  the  payment  of 

8  outstanding  obligationst  the  proceeds   may   be   investeu   as 

9  provided   in   Title   I7t   chapter   6»   if   permitted   in  the 

10  resolution   authorizing   the   issuance   of    the    refunainy 

11  obligations  or  in  the  trust  agreement  securing  them* 

12  NEW  SECTlpN*   Section  ^7.   Kefunding    ooligaticns    — 

13  issuance*   The   board   o»oy   provide   for   the   issuance    of 

14  refunding   obli<jations   for   refunding   any  obligations  then 

15  outstanding   Mhich   have   I'leen   issued   under   this    [act]» 

16  including   the   payment   of   any   redemption  premiufn  and  any 

17  interest  accrued  or  to  accrue  to  the  date  of   redemption   of 

18  the  obligations*  The  issuoince  of  obligationsy  the  maturities 

19  and   other   details*   the   rights   of   the   holders*  and  the 

20  rights*  duties*  and  obligations  of  the  board  are    governed  by 

21  the  appropriate  provision^,  of  this  [act]  which  relate  to  the 

22  issuance  of  obligations* 

2i  NEW  SECTICI\iT   Section  3d*   Tax   exemption    of    bonds* 

24  Bonds   i ssueo   by   the   board   under   this   [act]   and  their 

2b  transfer  and  income*  including  any   profits   made   on   their 
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1  sa1e«  are  extmpt  fro«  taxation  by  the  state  or  any  political 

.2  subdivision   or   other   instrumentality  of  the  state»  except 

3  for  inheritancGf  estate*  and  yift  taxes.  The   board   is   not 

4  required   to   pay   recording   or   transfer   fees  or  taxns  on 

5  instruments  recorded  by  it« 

6  i^thi    S&CTIQN.   Section  J9»   Pledge  arjainst  impairment  of 

7  .  contracts.  In   accordance   with   the   constitutions   of   the 

8  United   States   and   the  state  of  Montana*  the  state  pledges 

9  that  it  will   in   no   way   impair   the   obligations   of   any 

10  agreement   oetween   the   joard   and  the  holders  of  notes  and 

11  bonds  issueo  oy  the  board*  ■  , 

12  n£W  St:CTICN«   Section  40.   Annual    audit.    (i)     The 

13  board's   oooks  and  records  inust  be  audited  oy  an  independent 

14  certified  public  accountant  at  least  once  each  fiscal   year. 

15  (2)   Tilt;   legislative   auditor   may  conduct  an  audit  at 

16  the  roquest  of  the  legislative  audit  committee. 

17  fjEW  SLCTIQN.   Section  41.   Report.  The  department  shall 
lb  transmit   to   the   governor   and   to   each   member   of    the 

19  legislature   30  days  before  the  meeting  of  the  legislature  a 

20  reports 

21  (1)      detailing   the   operations   of    the    homestead      program 

22  since    the   adjournment    of   the    last    legislature*    and 

23  (2)      containing         a      financial       statement      showing      the 

24  program's   assets   and    liuoilities. 

25  fjE^yt   SECTION.       Section    42.      Powars    to    interpret    broadly. 
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1  The  powers  enumerated  in  chis   [act]   shell!   be   interpreted 

2  broadly   to  effectuate  the  purposes  of  the  board  and  ma/  not 

3  be  construed  as  a  I i mi  tut i on  of  powers* 

4  NLW  SECTION*   Section  <fri.   Appropriation*    There     is 
3  appropriated   tlOO»UOO   to   tne   board  from  the  interest  and 

6  income  from  the  coal  severance  tax  trust   fund*   This   money 

7  shall   be  used   to   fund   the  bcard*s  initial  expenses*  Any 

8  excess  must  be  depositee   in   the   board^s   capital   reserve 

9  account* 

10  MM—SELIlQlia   Section  44.   Severability.   If   a  portion 

11  of  this  act  is  invalid*  all  valid  parts  that   are   severable 

12  fro<u   the   invalid   part  remain  in  effect*  If  a  p.^rt  of  this 

13  act  is  invalid  in  on*;  or  more  of  its  applications*  the   ^iart 

14  remains   in   effect   in   call   valid   applications   thJt   are 

15  severable  froni  the  invali:]  applications* 
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JOINT  RESOLUTION  I 


i  JQl  il     Ri;:SrJLJTION    NU. 

2  iNTRCOUCEO    lY    

3 

4  A   JOINT   RLSOLUTIL'N   OF   T  Hfc   SENATE   ANO   THE    HOUSE    OF 

5  RtPRESfcNTATIVES  Uf    THb  •>TrtJL  CF  ncNTANM  URGING  THc  BiAKU  OF 

6  INVcSTMcNTS  TO  PURCHASE  f.JKi     SMALL   BUSINESS   ADK IM  STR  AT  ION 

7  GUARANTEEO  LUAKS. 

a 

9  WHERcASt       Small       Business      Administration      lodns      offer 

10  important      assistancsi      to      Montana      citizens         startin.j         or 

11  expanding    th&ir    businesses;    und 

12  WHEREAjt       sirial  1    businesses    strengthen   Montana's    aconoiny 

13  by    providin,    new    jobi*     increased    tax    ba^iet    and    ne^i      life       in 

14  coiDmuni  t  ies;    and 

15  WHEREASt       small       Dusinesses      afforo    Montana    citizens    an 

16  opportunity    to    us<i    initiativc-t    creativityt    and    hard    work       in 

17  creating   an    independent    way    of    life;    and 

IS  i^iHEREASt       the      riuiPL*er       of    Siral  1     business    Adm  i  n  i  str.it  i  en 

19  loans      made       in      .'ionlana      can      be       increased      b/      tne      ready 

IG  availability      of      a      seconjary      marKet      for      the      cj-jar  vijiteed 

21  portion    of    tf.e    loan;    and 

2Z  *(HcRLAi,t    Montana    1  a^*    pillows    tho    bourd    of     Investirit-nts    to 

23  invest    all     -state    funos    in    --.ecur  i  t  i  es    fully    .^uarante^^u    oy    the 

24  S;nal  1    Musiness    Adm  i  n  i  strcjc  i  on  ;    and 

25  »iH£ktAb»       leans       t-uar-mteed      O/       the         Siual  1  ..usinass 
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1  Administration   are   risk   free   and   offer   a   hich  rate  cf 

2  return;  and  ^  ^ 

3  WHERcA'i*  .^ontaiirt  financial  institutions.   sell   most   cf 

4  their   Siral  I   .usiness   •^^jiii  i  n  i  strat  i  on   c,uaranteed   latino  to 
3  out-of-str)tv'  firms;  ooo 

6  W!HLRJ:AS»  these  finar.ciil  institutions  are  reluctant   to 

7  offer   Siral  1  iosinesi  Administration  guaranteed  loans  to  the 

8  Board   of   Investments   ij-cause   of    its    cumbersome    and 

9  t  i  m-s-consumi  n~j  policies* 

11  !>.OV.f   TH£KtFURt»   it  IT  rv»;iULVtD  BY  THE  SENATE  AND  THE  HOUSE 

12  GE  t<EPKcSENTATiVES  OF  THE  STATE  CE  MUNTanA: 

13  That  ths»  Legislature  ^jrges  the  Board  of  Investments  to 
1^  modify  Its  policies  in  rc^jard  to  the  purchase  of  Small 
1^  Business  Administration  ju.jronteed  loans  so  that: 

16  (1)   the  board  will  no  I  on jer   investigate   the   credit 

17  worthiness  of  Small  buoiness  Administration  loans»  since 
13  their  reuayment  is  fully  juaranteed  bf  the  federal 
19  Governir-ent ; 

^0  (2)   toe    boaro    will   simplify   its   proceoures   for 

21  purchasiPv^  Small  ousiness  Ajm  i  r  i  strat  i  on   guaranteed   loans; 

22  and  ,       , 

23  (i)  the  board  t«  i  1 1  uccively  seek  out  and  purcnase  trore 
Zh  Small  business  Admi  ni  str  ;i  t  i  on  guaranteed  loans*  including 
23  short-term  Sn-al  1  business  ^dm  i  r  i  str  jt  i  on  loans   not   secured 

-2- 


LC    008  3/01 


1  by    rerJl    propert/»    with   the    state    funas    under    its    msnagement* 

2  lit       IT      FURTHtR    RcSOLvLi-if    that    the    Lecislature    requests 
J  the    boara    to    report    to    thj    L'?  3!  s  1  <atur  e    prior    tc   t.icn    session 

4  on   thH    numb^:r    and    amount    of       Sniall       t'usiness      Adiri  i  ni  str  Jt  i  on 

5  guaranteed    logins    purchased    aurinc;    the    preceding    ye^ir. 

6  liE       IT      FUkTHtK      R^S-LVrO,       that    the    Secretary    of    :>tate 

7  send   copies    of    this      resolution      to      thv»      Governor      and      the 

8  ireirbers    of    the    ooaro    of    loves tfra^ts• 
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JOINT  RESOLUTION  II 


1  JOIN!  RGSOLUTION  NO. 

2  IMTRODUCfcO  3Y  


3 

4  A   JOINT   RESULUTIGM   OF   THE   StNATt   AND   THE    HOUSE    OF 

5  REPRESENTATIVES   OF  THE  STATt  OF  MONTANA  URGING  THE  BOARD  OF 

6  INVESTMENTS    TO    PARTICIPATE    WITH    THE    FARMERS    HOME 

7  ADMINISTRATION  IN  FARM  OWNERSHIP  LOANS. 

8  WHEREAS*   agriculture   is   the   backbone   of   Montana's 

9  economy  and  a  vital  element  of   the   state's   political   and 

10  social  well-being;  and 

11  WHERtASt  many  Montanans  desiring  to  begin  a  ranchinj  or 

12  farming   operation  are  prevented  by  the  rapidly  accelerating 

13  costs  of  agricultural  land  and  equipment  and  by  the  lack   of 

14  capital   for   farm   ownersinp   loans   and   the  high  interest 

15  thereon;  and 

16  WHEREASf   the   Farmers   Heme    Administration    is    an 

17  important   source   of   fariii   ownership   loans   for  Hontanans 
IB  entering  agriculture;  and 

19  WHEREAS*  the  Farmers  Home  Administration  is  limited*  by 

20  its  lack  of  funds*  in  the  numoer  of  farm  ownership  loans   it 

21  can   make   and   Montana  applicants  must  wait  up  to  two  years 

22  for  loans;  and 

23  UHERcAi*  the  Farmers  Home   Administration   seeks   state 

24  agencies   to  participate  i  ij  making  farm  ownersnip  loans;  and 

25  WHEREAS*  these  participation  loans  are  very   secure   in 
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1  that   the  participating  agency  holds  the  first  mortgage;  and 

2  WHEREASf  these  participation  loans  are   a   trouble-free 

3  investment    because    farmers    Home   Administration   staff 

4  evaluates  and  services  th^;  loan;  and 

5  WHER6ASf  these  loans  offer  an  interest   rate   equal   to 

6  many  investments  currently  held  by  the  doard  of  Investments; 

7  and 

8  WHERtEASf    Montana    statute    allows    the    board   of 

9  Investments  to  invest  most  state  funds  under  its   management 

10  in   first  mortgages  cind  participations  in  first  mortgages  on 

11  unencuffibered  real  property;  and 

12  WHEREASt  the  Bociro   of   Investments   currently   invests 

13  state   funds  in  mortgac^es  on  residential  property  but  not  in 

14  mortgages  on  agricultural  land. 
15 

16  NOW*  THEREFORE.  BE  IT  RESOLVED  BY  THE  SENATE  AND   THE   HOUSE 

17  OF  REPRESENTATIVES  UF  THE  ^TATE  OF  MONTANA: 

IB  That   the  Legislature  urges  the  Board  of  Investments  to 

19  actively  seek  participation  agreements  with  the  Farmers  Home 

20  Administration  and  invest  part  of  the  state  funds  under   its 

21  management   in  farm  ownersnip  loans  that  will  give  the  state 
ZZ  a  first  lien  on  the  real  estate* 

23  BE  IT  FURTHER  RfcSOLVcU?  that  the  Legislature  urges   the 

24  Board    of   Investments   to   expedite   its   review   of   such 

25  investments  in  view  of  their  secure  nature* 
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1  BE  IT  FURTHER  RLSOLVt)»  that  the   Legislature   requests 

2  the    Board    of   Investments   to   report   annually   to   the 

3  Legislature  on  the  number  and  amount  of  participation   loans 

4  for  farm  ownership  it  hai  made  during  the  preceding  year. 

5  BE   IT   FURTHER   RES JLVEOf   that  the  secretary  of  state 

6  send  copies  of  this   resolution   to   the   Governor  and      the 

7  members  of  the  Board  of  Investments* 
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